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GASOLINE PRICE WAR IN NEW JERSEY 


WEDNESDAY, OCTOBER 19, 1955 


Unrrep Srares SENATE, 
Serect CoMMITTEE ON SMALL Busrness, 
SUBCOMMITTEE ON Rerariine, Distrinution, 
AND Farr Trape PRACTICES, 
Newark, N. J. 

The subcommittee met, pursuant to notice, at 10:10 a. m., in room 
5, Federal Court House Building, Senator Hubert H. Humphrey 
(chairman of the subcommittee) presiding. 

Present: Senator Humphrey. 

Also present: Hon. Peter W. Rodino, Jr., United States Repre- 
sentative from the 10th Congressional District of New Jersey; Walter 
B. Stults, staff director; Philip F. Jehle and John J. Flynn counsel. 

Senator Humpurey. The Subcommittee on Retailing, Distribution, 
and Fair Trade Practices will come to order. 

First of all, may I say that we are honored this morning to have 
the Governor of the great State of New Jersey with us. In just a 
moment I am going to ask him to present to us his associates, and he 
will indicate how they would like to proceed. 

As a word of background, those who may not be familiar with the 
work of this subcommittee or what our efforts have been on this par- 
ticular problem of the so-called gas price wars, we had our first hear- 
ing last July 22 in Washington, D. C., with a number of witnesses 
from the State, and, in particular, this vicinity. 

Earlier than that we had sent out a questionnaire to 12 of the 
major oil companies operating in the State of New Jersey, soliciting 
information, and, may I say, are receiving very fine cooperation in 
obtaining that information. 

Following this hearing, at a later date there will be a hearing in 
Washington, D. C., where the major oil companies will have their 
opportunity to testify in open, public hearings. Tomorrow also we 
will, of course, continue these hearings. 

Now, the purpose of the subcommittee is to solicit information and, 
in so doing, see whether or not there is anything that can be done to 
alleviate a very difficult condition that seems to have perplexed and 
plagued this State for a long period of time. 

I said to your distinguished Governor a moment ago in private 
conversation that the State of Minnesota, which it is my honor to 
represent, is now going through some of the same difficulties. 

Governor, the work being done by the subcommittee for the service- 
station operators of New Jersey will also have beneficial effects upon 
the competitive position of gasoline retailers throughout our entire 
Nation. For this reason, the public hearing which we are holding 
here today is being watched closely by those in the petroleum industry. 
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I would like at this time to ask the Governor of the State to indi- 
cate to us how he would like to proceed. May I say that you may 
do so in your own order. We are very, very honored by your pres- 
ence, and we want to compliment the people of New Jersey on their 
good judgment in having you, sir, as their chief executive. 


STATEMENT OF HON. ROBERT B. MEYNER, GOVERNOR OF NEW 
JERSEY, ACCOMPANIED BY GROVER RICHMAN, JR., ATTORNEY 
GENERAL OF NEW JERSEY; ARCHIBALD ALEXANDER, STATE 
TREASURER OF NEW JERSEY ; AND DAVID THOMPSON, ASSISTANT 
COUNSEL TO GOVERNOR MEYNER 


Governor Mryner. I am very happy to be here and to try to pre- 
sent some facts on this very complicated subject, and I am very 
happy that the distinguished Senator from Minnesota is the one who 
is here conducting the hearing. 

I have with me the Attorney General of New Jersey, Grover Rich- 
man; our State Treasurer, Archibald Alexander, who has to do with 
those divisions of the department of the treasury in the tax-collecting 
end; and my own assistant personal counsel, Mr. David Thompson. 

I have a prepared statement which I can read; or, if you feel that 
you don’t want me to read it, why, I will try to digest it. 

Senator Humpurey. Governor, we would be very pleased if you 
would read it. We are looking forward to this testimony. 

Governor Mryner. All right; shall I do it right from here? 

Senator Humpnrey. Yes. Would it be easier for you, sir—it might 
be for this committee—if the attorney general and the Governor 
could exchange seats there for a while? May I say to the attorney 
general, it will be just for a while. 

Governor Mryner. Yes; I am going to make the statements and 
then he will have to prove them. 

I might start out by saying, I wish to thank you for the opportunity 
to appear before this Subcommittee on Retailing, Distribution, and 
Fair Trade Practices of the Senate Small Business Committee. It is 
not my purpose today to suggest'a solution, but rather to try to assist 
this subcommittee by submitting information on the effect of this 
problem in New Jersey. Many reasons have been advanced with 
respect to the cause of the gasoline wars, and until the underlying 
causes are clearly determined, it is unlikely that a definite solution can 
be evolved. 

The retail-gasoline business has experienced a series of price wars 
over a period of many years. The situation attracted legislative atten- 
tion in New Jersey as early as 1938. More recently the so-called gaso- 
line war has assumed almost a continuous or chronic character. 

The primary burden of price cutting in this area has been borne by 
the retail operator who, of all of the business interests concerned, is 
least able to carry that burden. For several years there has been 
considerable pressure upon the State government to take corrective 
action. One proposed solution, which took the form of a bill intro- 
duced in the legislature of this State, would have prohibited retail 
sales below a figure equaling the tankwagon price, plus a markup 
found administratively to constitute the cost of retail selling. This 
proposal was criticized as constituting price fixing and failed of 
passage in the legislature. 
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I am opposed to any solution which constitutes price fixing. Al- 
though the impact of price wars upon the retail operator is severe, 
the public is entitled to the benefit of a competitive price. Any 
remedy which would deny to the public the benefit of that competi- 
tion is, in my view, contrary to the welfare of the citizens. Price 
fixing has never proved to be a permanent solution to any economic 
problem. It seems to me that the ultimate effort should be to eliminate 
those factors which apparently have deprived the retail operator of 
that fair measure of economic strength which would enable him to 
hold his own in the negotiations or maneuvers which affect the retail 
price. Today, the retail operator has little, if any, economic self- 
determination. 

New Jersey, it has often been repeated, is a corridor State. Un- 
doubtedly, for that reason, the price wars have assumed greater 
intensity here than is experienced generally elsewhere. Of course, 
i learned this morning they are contagious. Additionally, the tax 
imposed by the State, which is 4 cents per gallon, is less than the tax 
imposed in adjoining States, and that differential operates to increase 
the volume of retail business ané competition, especially in areas near 
the State borders. It is also probable that the severity of the gaso- 
line war in the State of New Jersey is accelerated by the fact that 
numerous refiners are located in this State. Since extensive storage 
facilities exist, New Jersey is one of the easiest places for the moving 
of surplus supplies or “distress gasoline,” and that circumstance, in 
turn, may account for the significant number of unbranded outlets 
operating in New Jersey. 

Gas wars move rapidly along the interstate highways and quickly 
fan out by reason of the proximity of the many stations in this State. 
Although the price wars appear to be particularly intense in New 
Jersey, the problem is indifferent to State lines, and any solution, if 
one compatible with the overall public welfare can be found, must be 
developed at the Federal level. The mobility of the customer par- 
ticularly marked in this corridor State and the interstate character 
of the operations of the major oil companies indicate that separate 
efforts at a solution on the part of fedividual States may serve to 
complicate rather than to aid the situation. 

Whatever the solution may be, it is essential that it be one capable 
of full and effective enforcement and that it be implemented by ade- 
quate enforcement facilities. The experience of the State of New 
Jersey with enforcement of such statutes as have been passed relat- 
ing to the sale of gasoline convinces me not only that the problem of 
enforcement is substantial, but also that a legislative solution unsup- 
ported by adequate enforcement may well worsen the picture. 

As I have said, I do not profess to know the solution. However, 
I would like to present to you some data which may perhaps prove 
helpful. 

The New Jersey Bureau of Motor Fuels Tax has furnished the fol- 
lowing figures with respect to the licenses issued in the fiscal year 
ended June 30, 1955: 

3 motor-fuel distributor licenses, in addition to 36 outstanding 
licenses theretofore issued which continued in effect 

305 special licenses B 

717 wholesale dealer licenses 
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12,021 retail dealer licenses 
3,638 motor-fuel transport licenses 
Of the foregoing, the following were canceled for various reasons: 
25 special licenses B 
34 wholesale dealer licenses 
1,620 retail dealer licenses 
74 motor-fuel transport licenses 

By way of comparison, the number of licenses issued in the fiscal 
year ended June 30, 1954, was 11,865, of which 1,509 were canceled 
during that year, leaving a net of 10,356. The number of retail 
stations in the State of New Jersey is estimated to be about 10,500. 
There was no actual count, and the mentioned figure is derived b 
subtracting the cancellations from the total retail dealer licenses issued. 

During the last fiscal year the State of New Jersey collected 
$67,104, 687.83 in the following related field : 

$65,298,310.62 in taxes on 1,715,195,45734 gallons of gasoline 
We really have a fine treasury department. IBM must be wor king. 
$1,737,951.21 in taxes on 44,362,859 gallons of diesel fuel used 
for highway purposes 
$68,425 in license fees, plus $1 in miscellaneous receipts 

Of the total thus collected, the State refunded $3,952,585.68 by 
reason of uses which led to tax exemption, 

These figures indicate the size of the retail gasoline industry in the 
State of New Jersey and indicate the importance of this industry to 
the economy of the State. Taxwise the interest of the State in this 
industry is reflected by the fact that the motor-fuel tax revenues con- 
situte approximately 24 percent of the State’s annual revenue. 

During the past 15 months the tank-wagon price of gasoline has 
fluctuated considerably. The price of high test is 214 cents above 
the regular gasoline. The price changes of regular gasoline during 
that period have been as follows. I have 9 week endings in 1954 
and 1955, and I have the price. 


Week ending— Regular Regular 
NO | a 20. 7 a ID ics noceivcastbe stendomeisieioce 21.0 
A eR OI is cri getccedaeeaiidiies 21.5 En 20.0 
EN RN I se 20.9 Ns es BD aricenrecscemcieccee ee 
BOCs COO ii ee 19.9 SE es accents 19.5 
Bs is Rs Si incisdcnkieseacd oom 20.9 


I might point out that with reference to the week ending July 30, 
1954, we have some indication that there were rebates of 1.6 during 
that period by the companies, or some of the companies. For the 
August 20, 1954, period, rebates of 2.6; and that seemed to run from 
September 24, 1954, to December 7, 1954. In addition to that, we 
find there is evidence of rebates in the period from June 13, 1955, to 
July 14, 1955, running from 2.6 to 3 

T am also submitting a list showing the total gallonage sold in New 
Jersey during the last 10 years and the percentage of that market of 
the major suppliers i in the State. For your information, there are 
at the present time registered in this State 1,669,900 passenger vehicles 
and 224,969 commercial vehicles. I have one extra copy of this and 
I think I should present that to you now. 

Senator Humpurey. We will have all of this incorporated in the 
record. 

(The document above referred to is as follows :) 
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Governor Meyner. I think it might be helpful now, because it does 
indicate how the companies are in competition with each other. One 
company had at one point about 30 percent of the market, and then 
dropped to 27. And it shows the competition as between the com- 
panies, and may in some way explain these price wars. We will have 
that mimeographed and you will be forwarded additional copies. 

Senator Humpurey. Thank you very much, Governor. 

Governor Meyner. I should like also to refer to legislation adopted, 
as well as bills introduced, which failed of adoption and some pro- 
posals which did not reach the bill-drafting stage. 

In 1938 the legislature enacted a statute prohibiting so-called below- 
cost selling, requiring the posting of price signs on each pump, pro- 
hibiting any other price sign and prohibiting rebates and other con- 
cessions. Several decisions of our State courts held invalid provisions 
prohibiting sales below cost, the posting of signs other than the re- 
quired sign, provisions relating to advertising of prices, and the provi- 
sions prohibiting rebates. 

Pursuant to the recommendations of a legislative study commis- 
sion—and I have copies of their report which I should be glad to turn 
over to you 

Senator Humpurey. We will see that one of those copies is made a 
part of this record for study and report of the subcommittee. 

Governor Meyner. The stenographic record was rather voluminous, 
but I thought you might be interested in this since it is rather brief, 
and it isa summary of what this investigation showed at that particu- 
lar time. 

Senator Humpurey. This was a State commission, Governor ¢ 

Governor Mreyner. Yes. It was established by an assembly con- 
current resolution and a joint legislative committee. They had their 
hearings and they presented their report. 

Senator Humpnurey. For purposes of the record, we will identify 
this exhibit as the “Report of the Gasoline Study Commission Created 
by Assembly Concurrent Resolution No. 7, of 1952, to the Governor 
and the Legislature (second printing).”* 

Governor Meyner. Pursuant to this study, an Unfair Motor Fuel 
Practices Act was enacted in 1953." This act made it unlawful for any 
distributor, refiner, wholesaler, or supplier, with intent to injure com- 
petitors or destroy or substantially lessen competition, to offer any 
rebate or allowance in connection with the sale or distribution of motor 
fuel; to require a lessee to agree not to use the merchandise of a com- 
peting distributor; or to discriminate in the tankwagon price among 
retail dealers. Administrative proceedings to prosecute alleged vio- 
lations of this act are now pending and in a circumstances it 
would be inappropriate for me to comment upon the act. 

In the 1954 session of the legislature there was introduced Senate 
bill No. 344 which would have amended the 1938 act in an effort to over- 
come the constitutional objections found by the courts. It would also 
have required a markup by the retail dealers of a figure representing 
cost of retailing which the bill established presumptively at 6.7 cents 
per gallon. This bill, as a result of considerable calibe opposition, did 
not pass the legislature. I believe this is the one that passed the sen- 





1See appendix I, p. 173, for reprint of Report of the Gasoline Study Commission. 
2See appendix 11, p. 187, State of New Jersey, ch. 413 of Laws of 1953, Unfair Motor 
Fuel Practices Act. 
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ate but did not pass the assembly; and that was in January, I be- 
lieve, of this year, 1955, before the end of the session. 

We have a legislature which is in session continuously; and they 
finish in January arid then the new session starts in January, so in 
the latter part of the old session they passed this in the senate but they 
did not pass it in the assembly. 

Senator Humpurey. Governor, I know this is beyond the scope of 
this hearing, but I think that is a rather commendable practice which 
might very well be followed by some other States, as I see efforts made 
to jam through about the whole legislative program in 90 days. 

Governor Mryner. I, of course, , have not considered it commendable 
because I know the reason for their staying in existence throughout 
the year has been said to be that they w ould not trust me with interim 
appointments. 

Senator Humpurey. That is one of the blemishes upon the com- 
mendation. 

Governor Mreyner. During the current session, three bills have been 
introduced. Assembly bill No. 120 is similar to senate bill No. 344 ex- 
cept that the markup for cost of retailing would be determined by an 
administrative agency. 

I might point “out that this bill was the one which passed the as- 
sembly and failed of passage in the senate. So in 1 year you had ac- 
tion by both branches but not on the same bill. 

Senator Humpnurey. It sounds like Congress. 

Governor Mryner. Well, I might point out that after this bill was 
passed in the assembly, I asked the public at a press conference to ex- 
»xress themselves on this question as to whether they favored such 
egislation, and I must say I never received so many letters or calls 
or so much of a public reaction. It was definitely opposed to a bill 
which they interpreted to mean price fixing. And the senate leaders, 
I gathered, after the assembly had passed it, were all ready to pass it 
the following week. You see, they meet every Monday. But the 
public agitation was so strong that they resolved to bury it in com- 
mittee, and it remains buried there. 

Senate bill No. 346 would bring the industry within the jurisdiction 
of the board of public utility commissioners. It would apply to the 
industry the principles of control and regulation applicable to public 
utilities, price control being authorized at both the wholesale and re- 
tail levels. Senate bill No. 390 is directed at a different aspect of the 
problem. Asa matter of fact, this bill was discussed by my personal 
counsel with legislative leaders. Later on, this bill was introduced 
by some of the legislative leaders without any approval or disapproval 
from the administration. 

This bill would require the posting on each gasoline pump of the 
name of the manufacturer of the fuel and an analysis of the fuel, in 
addition to the unit price per gallon. The bill w ould further require 
that upon any other signs displaying the price there be included, in 
figures or letters of equal size, the other required information. None 
of these bills have, as yet, passed the legislature. For your informa- 
tion, I am submitting copies of the four pills I have mentioned. 

Senator Humpurey. They will be made a part of the record.° 


3 See appendix III (a), (b), (c), and (4d), popaning p. 190, for repronts of bills Nos. 344 
(1954), 120 (1955), 346 (1955), and 390 (1955). 
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Governor Mreyner. This latter bill was designed more to inform the 
public of what they are buying, that is, the sign should contain those 
things which would give them an indication of who manufactured the 
gasoline, what octane it had, and what qualities it had. 

There has also been some discussion with respect to the subject 
of divorcement whereby producers of gasoline would be prohibited 
from acquiring or continuing to own any interest in retail gasoline 
stations. This approach has not reached the point of crystallization 
in any specific bill. Additionally, there was discussion of a proposal 
for the licensing of all employees of gasoline-station operators upon 
the basis of qualifications to perform the duties of such work. ‘This 
proposal similarly has not been introduced in the legislature. _ 

I repeat the earnest concern of the State of New Jersey with this 
problem. I hope that your investigations will elicit the underlying 
factors and determine with some finality the feasibility of a solution. 
If a solution should be found, it must be one which will operate justly 
and fairly upon the entire public, including all economic interests 
concerned with the distribution, sale, and consumption of this essential 
fuel, and I believe that because of the interstate character of the prob- 
lem such solution must be at the Federal level. 

The executive branch of the New Jersey State government is at your 
service and will furnish to you any information which you feel will 
assist you in your important investigation. Upon receipt of any re- 
quest for such information I can assure you that it will be fulfilled 
with all possible dispatch. The State treasurer and the attorney gen- 
eral are here with me today, as well as my personal counsel, Mr. 
Thompson, and will be happy to answer any questions you may have 
or supply you with any additional information, If you have any 
questions, I would be glad to try to answer them. 

Senator Humrurey. Governor, first of all, may I say that we are 
fully aware of the splendid cooperation that we have received from 
you, sir, and your associates in the State administration. This is a 
very salutary thing for us. The members of the staff have been in- 
structed on all investigations to seek the cooperation of the local offi- 
cials and the State officials. There is no desire on the part of any 
subcommittee over which I might preside to move into an area without 
that cooperation. We are exceedingly grateful to you. 

Of course, you know that we have with us today Congressman Ro- 
dino, who is your Congressman in this district, and a very fine one 
and a good friend of the chairman. It is grand to have you, and I 
am going to ask the Congressman in a moment if he has any questions 
or comments, but I also neglected to introduce, for the edification of 
the witnesses as well as those who are here today to listen in on this 
hearing, Mr. Walter Stults, who is staff director of the Senate Com- 
mittee on Small Business, and a New Jerseyan; and we have Mr. Philip 
Jehle, who is counsel for our subcommittee, and Mr. Flynn, who is 
associate counsel for the subcommittee. These members have spent a 
good deal of time on this particular problem. Mr. Jehle has been here 
before, and I believe Mr. Flynn has, trying to get information. 

I would be less than candid with you if I would say anything else 
than that we do not have the final answer to this problem. We know 
it is complex. We are searching and seeking within the spirit that 
you have outlined here, of trying to be fair and considerate to the 
economic groups that are involved. 








74 GASOLINE PRICE WAR IN NEW JERSEY 


There is a consumer interest in this problem, and a very great con- 
sumer interest. Of course, there are the interests of the retail outlets, 
and the distributors. 

I can see that the State of New Jersey has been wrestling with this 
a long, long time, so I hope that there will be as much patience with 
the subcommittee as there would have to be here with the local author- 
ities of government, because this is a tough one. It is a very difficult 
one. 

Governor, we want you to know that we have been consulting with 
the Department of Justice, and with the Federal Trade Commission 
on the problems that are found here, and I thoroughly agree with you 
as to the interstate character of this particular situation. I think 
it would be almost impossible to be handled at a State level because 
of the geographical location of this beautiful State of yours. I am 
sure that we will need the cooperation of the Federal agencies, if 
anything is to be done to rectify the apparent, difficult problem. 

Congressman, do ‘you have anything that you would like to add, or 
that you would like to question the Governor on? 

Mr. Roprno. No, Senator. I merely would like to say that I am 
happy to be here as your guest. As you know, I am a counterpart 
of your committee, since I sit on the House Judiciary Committee 
investigating monopoly, and this question, of course, is a vital issue 
at the moment to us. 

Since this is my district and much of my district has been affected, 
I am very, very happy to accept your invitation to sit here with you, 
and I will just act as a guest; but I want to say that it is indeed very 
encouraging to know—of course, we do know in the State of New 
Jersey—that the Governor and his staff have been working very 
assiduously with this problem, because it is a crucial issue to the con- 
sumer public as well as the entire public interest. 

I want to commend your committee, Senator, for coming here, 
and I am sure that the information that will be produced this morn- 
ing will be of great help to the committee, and, of course, if I can, in 
any way, I certainly want to be helpful to the Congress when your 
committee initiates legislation or recommends measures to correct the 
situation. 

Senator Humpurey. I want to thank you, Congressman. You are 
always helpful. 

Governor Mryner. I might add that Congressman Rodino has been 
very helpful in working with the State government in carrying many 
of our problems with the national legislature to Washington. We 
have had the utmost cooperation from him and his office, as well as 
a number of his colleagues. 

Mr. Roptno. Thank you, Governor. 

Senator Humpnurey. Governor, could you tell me, or tell the com- 
mittee—may I say that the full transcript of this hearing will be 
made available to all the members of the subcommittee. It is exceed- 
ingly difficult to get Members of Congress on these subcommittee 
tours for hearings, and the reason the staff members are here is to 
boil this down and make it available to the members. 

I want you to know that every member of the subcommittee has 
been informed of these hearings, and the hearings are held, not be- 
cause of one member of the subcommittee wanting them, but because 
the subcommittee wants them. 
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I am opposed to one-man hearings, at the will of one man. I be- 
lieve that we ought to have full concurrence in, and full advance 
notice to all the members of the committee, including, may I say, our 
chairman of the full committee, Senator Sparkman, who has per- 
sonally requested that we come into this area to cooperate with your 
State officials, your administration, on this matter. 

What about this rate of turnover, so to speak, on stations, on retail 
outlets? Iwas wondering whether or not tl 
national average, or a regional average. 

Governor Meyner. I don’t have any figures onit. I certainly know 
from my own experience in traveling around the State and from these 
statistics as to cancellations—and you can see there is a lessening of 
them—that they are doing very poorly. 

I have talked with any number of dealers, of people who either lease 
a station from one of the oil companies, or lease it from a private 
owner, or who own the station, who have told me that they have dug 
into their surplus, so that they are down to absolutely nothing. They 
are practically bankrupt because they thought that the price war 
would only exist for a limited time. They find that they are pump- 
ing gasoline for half a cent, or three-quarters of a cent, or a cent a 
gallon, and they have worked 12 or 14 or 15 hours a day, and they 
haven’t been able to hire employees, or, when they do hire employees, 
they haven’t been able to pay them the prevailing wage. I don’t 
think there is any doubt but what the retail dealer has suffered, and 
suffered very much in this process. 

Senator Humpurey. I notice that in fiscal 1954 there was about a 
14 percent turnover, something like 11,865 licenses, and 1,509 can- 
cellations, and, of course, the same rate, more or less, prevails up to 
June 30, 1955. 

It would be of some interest to the subcommittee, particularly my- 
self, if we could get—I mention this now to the staff—some evalua- 
tion as to whether or not this is an unusually high average, or an 
unusually high percentage. 

Governor Mreyner. We would be glad to furnish to your staff a run- 
ning account of what has happened in each year from, I would say, 
1946 on. 

(The matter referred to is as follows:) 


Number of New Jersey motor fuel retail dealer licenses issued and canceled by 
fiscal year from July 1, 1945, to June 30, 1955 


ils was over and above the 





Fiscal year ae . Canceled Percent 
Tela: 3: TOU Se BR TONE os choca ce casecencccscsnncnses 12, 252 1, 985 16. 20 
ee En ic cnak sc etakacshdesaacsamanesina 12, 350 | 2, 029 16. 43 
ee a es og os a vnsunecoubageencvesneens 12, 165 | 1, 788 14.70 
pe Se ee ey en eee 12, 508 | 2, 009 16. 06 
July 1, 1949, to June 30, 1950. __...-- rie eteecd aah habe ne aaa 12, 606 1, 783 14.14 
pa ys Se. Eee eee 12, 305 1, 693 13. 76 
I is on ccc cccmweenaneensconsunes = 12,015 1, 634 | 13. 60 
PE ee ee 11, 898 1, 544 | 12. 98 
Pg ee Re sO | Ee ee ee ee ee | 11, 865 1, 509 | 12.72 
Se ee Ie, Or PE BOs a6 ck cicc cca enscaccabeckccconsccuds 12, 021 1, 620 13. 48 


Governor Mryner. I don’t think the war years would be very 
accurate. And that might give you some indication as to whether 
it is on the increase or on the decrease. I think it is definitely on the 
increase, that is, the turnover of stations. 
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I might make this observation, too. This situation has not pre- 
vented the oil companies from going out and purchasing what they 
consider advantageous properties along the highways and establish- 
ing more gasoline stations. It is apparently a competitive condition 
as between them. If they see that one company is doing very well in a 
certain neighborhood, some other company is not adverse to going 
across the street or up the street and buying an expensive location 
and building a station. 

In addition to that, I understand they have some rather attractive 
offers to make to prospective employees by saying, “Well, you are 
going to be an independent businessman, and we will give you a train- 
ing course,” and eventually they persuade him to believe there is a 
great future; and many of these people work 6 or 8 months and then 
finally find it doesn’t work out, although some work and apparently 
find that it does work out. 

Mr. Srutrs. May I ask one question ? 

Senator Humpurey. Please do, Mr. Stults. 

Mr. Srutts. Does a license go with a site, or does it go with an in- 
dividual; that is, if Mr. Smith has a license to operate a gasoline sta- 
tion at a specific location and Mr. Smith loses his working capital 
and Mr. Jones takes it over, is there a cancellation and a new license 
issued, or does the license go with the station ? 

I am asking that question to find out if these figures the Governor 
presented would give us a complete rundown on all the turnover of 
management, probably not ownership, since most of the stations are 
lease arrangements. 

Mr. Tompson. That figure includes all cancellations, which in- 
cludes anyone going out of business, or, if there is a transfer, that 
license is canceled and a new one is issued. 

Mr. Sruurs. Thank you. 

Governor Mryner. And I do believe the license goes to the indi- 
vidual. 

Mr. Stuurs. The license is to the individual ? 

Governor Mryner. Yes. 

Senator Humpurey. Governor, you brought out some information 
that was not in your transcript, or in your prepared commentary on 
rebates, particularly in the period of from the summer of 1954, July 
and August, I believe the months were, possibly also in 1955 for those 
same months. Is that information based upon a study that some offi- 
cer of the State government has made, or is it common knowledge or 
what is assumed to be common knowledge information ? 

Governor Mreyner.’ Well, as a matter of fact, they gave me these 
figures yesterday, and then I said, “Weren’t there some rebates or don’t 
we have some knowledge of some of the rebates?” And then they 
gave me this knowledge. 

Mr. Ricuman. That information, I think, is largely derived from 
investigation conducted by my office in connection with the motor 
fuels tax division. 

Senator Humpurey. Is there any State statute, Mr. Richman, that 
places the matter of the rebate beyond the pale of the law ? 

Mr. Ricuman. Well, the 1953 act does that, except that it provides 
that it will not be illegal if it is to further competition. I am putting 


it in reverse. It bars rebates unless they are for the purpose of fur- 
thering competition. 
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Senator Humpnrey. Could I ask you another question! Is it all 
right just to keep going around the table ¢ 

Governor Mryner. Yes. I might say this. Here is the sort of 
statement, “Type of allowances given by New Jersey motor fuel re- 
tail dealers by suppliers”; this is from August 1, 1954, to October 15, 
1955. 

The motor fuel tax division of the department of treasury has 
furnished us this information. ‘They say: 

During the parts of the above period when allowances were given, the ar- 
rangement used by most all suppliers was a temporary, voluntary allowance 
of a certain amount, one-half to 4 cents per gallon, which appeared on invoices 
as a reduction from posted tank wagon price. 

In addition thereto, other arrangements used were as follows: 

(a) Rental allowance based on gallonage purchased by the retail dealer, usual- 
ly 1 cent per gallon, which appeared on invoices as a deduction from the total 
cost of product. 

(b) Free rental. 

You see, many of these stations are owned by the companies and they 
are rented at so much per gallon of sales. 

(c) Sales made on consignment guaranteeing a retail dealer a specific spread 
on sales, 4 to 6 cents per gallon. 

(d) The so-called Chicago plan where the retail dealer gets credit monthly 
to be assured of a specific spread on sales. 

(e) Allowance for use of pumps owned by retail dealers. 

(f) Payment of utilities, gas, electric, and telephone of dealer-owned stations. 

(9g) Guaranteed commissions to dealers of a specified spread on sales. 

Of course, we don’t have any statistics on that, but that just gives 

you some idea of the type of practices that are in vogue, or were in 
vogue at that time. 
Senator Humpurey. This is a sort of catch-as-cateh-can type of 
economic practice, depending upon the particular situation and what 
the desire is of the major outlet, or the company, to afford some 
momentary alleged competitive advantage; is that about the way it 
could be interpreted ? 

Governor Mryner. It would look that way to me. As I say, we 
have a large number of companies located here. We have some other 
companies coming in, and they want to get some of the business that 
is here, and it is quite substantial, compared with our population and 
as compared with the other States. 

Senator Humpurey. Mr. Jehle, I was wondering—I asked at the 
time of the July hearing to have someone look at the Robinson-Patman 
Act insofar as price discrimination was concerned. Have we con- 
tacted the Federal Trade Commission on that? 

Mr. Jeune. Yes, Senator, we have. In fact, the Federal Trade 
Commission officials will testify before the subcommittee later this 
fall, as will representatives of the Justice Department. 

Senator Humpnurey. It seems to me that this price discrimination, 
at least on its face, appears to be such—we make no conclusive jude- 
ments here at the hearing stage—it seems to me it falls within the 
pattern or the confines of Robinson-Patman, and, as you so well indi- 
cated, with the States so close at hand, Pennsylvania, New York, right 
here as a sort of a corridor State, you have a difficult problem trying 
to meet this price discrimination. They are in and out all the time. 
It is almost impossible to police it at the State level. It would seem 
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to me it is difficult, at least. Mr. Jehle, do you have any questions 
that you want to ask? 

Mr. Jeute. Senator, I might add to your observations that I have 
been told by representatives of the Justice Department that, on the 
basis of information received by our committee at our July hearings 
from a fairly large number of dealer witnesses, the Justice Depart- 
ment is now undertaking a preliminary investigation of competitive 
conditions in the State of New Jersey to determine whether not only 
the Sherman Act is being violated but possibly the criminal provisions 
of the Robinson-Patman Act. 

Governor Meyner. Of course, I think the committee could note that 
there have been some fairly active dealer organizations. 

Some dealer organizations over the years have said, “Well, let’s 
shut down all of our stations,” and there has been some evidence that 

ressure may or may not be exercised to get individual retailers to 
join dealer organizations. 

There have been reports of practices by which people drive in and 
buy 50 cents worth of gasoline quite frequently, and have blocked 
stations, especially those stations where the prices have gone down. 
There have been reports that there are some rough-handed methods 
by some of the organizers. I suppose some of this is under investiga- 
tion, not only by the Federal Department of Justice, but also by our 
own attorney general’s office. 

Mr. Jente. Perhaps I should make it clear, Governor, that I was 
referring not only to some of the more reckless dealers but also some 
of the marketing practices of the major oil companies. 

Governor Mreyner. I was aware of that, but I just added this. 

Senator Humpurey. Mr. Richman, if it is agreeable with the Gov- 
ernor, I would like to direct just 1 or 2 questions to you. Have you 
prepared a formal statement ? 

Mr. Ricuman. No; I have not. 

Senator Humrpnurey. You are here with the Governor to associate 
yourself with this testimony and to support the Governor’s observa- 
tions, is that correct? 

Mr. Ricuman. That’s correct. I have no formal statement. 

Senator Humpurey. This question comes to mind: Do you believe 
that the service-station operators in the State of New Jersey are truly 
independent businessmen or business operators ? 

Mr. Ricuman. I think one of the things that your subcommittee 
and your committee certainly want to look into is just how independent 
these so-called independent retailers are. You know that originally 
retailers sold more than one type of gasoline, but that practice no 
longer exists, so that actually the retail dealer today has no oppor- 
tunity to select his supplier as such. And, of course, that is accen- 
tuated by reason of the fact that most of the gasoline stations are 
either owned or controlled by the supplier and he is able to exer- 
cise considerable control over the retailer through direct and indirect 
pressures. It is extremely difficult to determine just what the causes 
of the present chaotic condition in this market is. 

It seems to me that where you have situations such as exist in New 
Jersey, as the Governor has already said, you can go into areas of this 
State, particularly traffic circles, even in not heavily populated areas, 
and find the entire circle surrounded by gasoline stations that have 
grown up over the years, because one major company would go in, 
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another major company would follow, and as you go around that 
yarticular area you can buy practically every brand of gasoline that 
is sold in the State of New Jersey. 

Now, the people who operate that station, necessarily in most in- 
stances, do not have the money to erect the station on their own, or to 
borrow. that kind of money. They are, therefore, dependent in the 
first instance upon the financial strength of their suppliers. 

Now, of course, we have prohibited so-called tie-in sales on com- 
modities other than gasoline, but the leases themselves, the few that 
I have seen, are so worded that in effect the control of the supplier 
over his lessee, over his dealer, is so stringent that, at least in my opin- 
ion, the words “independent retailer” are a misnomer in the State of 
New Jersey. 

Senator Humpurey. In other words, this man doesn’t exercise the 
independence of being able to shop the market, so to speak, for the 
commodities that he wishes to dispense or sell. 

Mr. Ricuman. I think that is unquestionably true. 

Senator Humpurey. And the practice of having a competitive gaso- 
line, for example, if you have an off-brand gas, and then you have a 
brand station that is in competition, the capacity or the ability under 
present trade practices for the branded gasoline dealer, the man with 
the national brand or regional brand on his gas, for him to compete 
with, let’s say, a nonbrand gas is no longer existing, is that correct 

Do I make my point clear? For example, if you had a filling station 
oo just to select a a I hope that the representatives 
of the company will not feel that I have any motive in mind, except 
to find a name—let’s say the Gulf Oil Co., if a Gulf Oil operator was 
in an area where there was an off-brand gas being sold under compe- 
titive conditions, wouldn’t that Gulf brand operator be able to have 
another gasoline which did not have on it the Gulf brand name, to be 
able to compete with this nonbranded fellow ¢ 

Mr. Ricoman. Well, so far as there is a 2-cent differential, as I un- 
derstand it, between the branded and the off-brand gasoline, the mar- 
ket, so far as we are able to observe, is able to stand that differential. 
In that sense, I don’t think the problem arises. But what I am talking 
about is the fact that the independent, so-called independent retailer, 
is not able to shop around for the things that he wants to sell. 

Senator Humpurey. That is what I wanted to get at. Let’s say 
here is a Gulf station; can that man step out and buy a nonbranded gas 
to compete with the other nonbranded gas station down the road a few 
blocks, and still dispense it out of his Gulf station ? 

Mr. Ricuman. No; he cannot do that. 

Senator Humpurey. So that if he is going to compete, he may have 
to absorb that differential. 

Mr. Ricuman. That’s right, but as I say, that particular differential 
between brand and off-brand, I don’t think is one of the primary prob- 
lems that we have in the State. 

Senator Humpnurey. It was one of the problems, I believe, that was 
brought to our attention in the July hearing, not overly emphasized, 
but at least one that indicated a difficult situation for some of the 
operators. 

Mr. Srutts. And also, I might add, it furnished the excuse for 
starting a war. 
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The cases that have gone to the Supreme Court of the United States 
have always been ostensibly to meet the competition in good faith, and 
it has been some off-brand down the street. You can always find sucha 
station to reduce your prices to meet it in good faith, I assume. 

Senator Humpurey. Mr. Flynn, do you have any questions / 

Mr. Ftynn. No, Senator. 

Senator Humpurey. I have another question for you, Mr. Rich- 
man. This is a matter, I suppose, of opinion, and not of fact. But 
what is your personal estimate or opinion of the competitive condi- 
tions under which these price wars are being waged currently, or 
have been waged in the past? Your office undoubtedly has made quite 
a study of this particular situation. 

Mr. Ricuman. Will you elaborate just a little bit on that, Senator? 

Senator Humpurey. Well, what are the competitive effects of price 
discrimination? That might bea more precise question. 

Mr. Ricuman. Well, I think that the figures show that there is com- 
petition in New Jersey. I think one major supplier within the last 
year has lost a certain portion of his market which has probably gone 
to another major supplier, and I think there is competition in New 
Jersey as between the major suppliers. I think it exists. 

Mr. Srutrs. If I may just expand that a little bit: in the so-called 
Dumont Legislative Committee Report of 1953, there is the state- 
ment that— 

When subsidies, whether in cash or some other form, are offered or accepted 
directly or indirectly, they represent discrimination in favor of the dealers 
of a particular supplier within his own area. 

It is pointed out, I think, that this is the way gas wars spread, like a 
stone thrown into the water. I think Senator Humphrey’s question 
might have involved—do you feel that this is a competitive situation, 
or an economic situation which tends to lead to the expansion of price 
wars? 

Mr. Ricuman. I frankly would rather not get into the rebate situa- 
tion, because we have presently pending before the Motor Tax Fuels 
Division an administrative hearing involving, I think, 12 of the 
major oil companies, which deal specifically with that problem. It 
is now right in the progress of hearing. 

I would prefer, it you will permit me, not to get into that. 

Mr. Stuuts. Then, may I ask you several questions of fact? On 
what State law are you basing those actions ? 

Mr, Ricuman. On the 1953 act, which prohibits rebates, except 
where competition is furthered. 

Mr. Sruxts. And rather than a court action, you feel that an ad- 
ministrative hearing in the Motor Fuels Tax Division can revoke the 
license of the distributors; is that it? 

Mr. Ricuman. That is the sanction that is provided under the act. 
Now, very frankly, it was our determination that an administrative 
hearing would serve those purposes. We are presently reviewing that 
situation to determine whether or not that is the proper field. We 
still think it is the proper field. 

Mr. Sruuts. You feel that that is the most advantageous field on 


which Governor Meyner’s administration can fight the continuation 
of these price wars ? 





*See appendix I, p. 173, report of Gasoilne Study Commission. 
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Mr. Ricuman. Well, so far as I know, it is the only area in which 
we can presently move. It is the only legislation we have which atfects 
this particular situation. 

Mr. Struts. You have no fair-dealings law, or any such thing as 
that. There is no State Robinson-Patman Act ? 

Mr. Ricuman. No; we have no such legislation. 

Governor Mryner. Well, it all depends on whether you want to 
take the view that, when economic situations are severe for a certain 
group in business in your community, you should rush to their assist- 
cies by trying to prescribe State laws. You normally don’t rush to 
the assistance of the small grocer when the supermarket comes into 
town. 

Now, the question is: What do you do here? Do you look at these 
tigures¢ Do you look at your taxable sales‘ I have given you one 
copy there—you asked the question about competition—it does indi- 
cate, I think, as between the companies there is competition for the 
business, at least probably the two leading companies. ‘Their per- 
centages have varied from year to year. 

Mr. Srurts. Always within 1 or 2 percent, however, of the overall 
figure. 

Governor Mryner. In 1949 one was up to 30 something, and in 
1948—well, we will take a comparison. It was 30.84 of total in 1947 
for the leading company, and in 1955 it dropped to 26.85. Then you 
might find that toward the bottom you have one that comes from noth- 
ing. Itstarted with nothing and is up to 26.5 now. You can see that 
moving into the market. There is competition amongst the oil com- 
panies; I feel sure of that. 

Then you have the other problem of marketing. Are we faced with 
the supermarket idea in gasoline stations? We passed a statute—I 
didn’t mention it here—it may have been an amendment of another 
of these statutes—we passed a statute, I think in 1949, which said that 
a man had to be experienced by at least 24 hours before he could pump 
gasoline, and that was upheld by the court as an adequate safety 
measure. 

That was obviously designed—I know because I happened to be in 
the legislature at the time—to prevent supermarkets in the supermar- 
keting of gasoline; and that is enforceable. 

Mr. Stuurs. That is in reference to self-service gasoline stations. 

Governor Mreyner. That’s right, but you can still have development 
of self-service, as long as you have somebody holding the pump, or 
standing by the pump. The question is whether you are moving into 
an area where a 6.7 markup is too high, or whether you can have some 
marketing arrangement where 2 cents isenough. You have that over- 
all problem to consider. 

Senator Humpnrey. As long as we are discussing this particular 
statute, chapter 413 of the Laws of 1953, I would ask that a copy of 
that statute be incorporated in the printed record with its appropriate 
notations as to titles and subsections, so that we will be a little more 
familiar with it in our discussion, at least as far as the printed record 
is concerned. 

(The document referred to appears as appendix IT, p. 187.) 

Senator Humpnurey. We had some testimony, Mr. Richman, in 
July—I just asked Mr. Jehle about it here—that demonstrated, or at 
least it was alleged, and there were some exhibits to validate that alle- 
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gation, that there were price-fixing agreements which existed between 
the Cundiff Oil Co., the Calso distributor, and a Mr. Martin Wendel. 

I ask this question as to whether or not that particular case has ever 
been brought to the attention of the attorney general’s office. And, 
secondly, is this a practice that is rather prevalent in the State? And, 
finally, is the office looking into it to see if there is any illegal 
operation ? 


Mr. Ricuman. No: that case has never come to our attention at all, 


and we are not looking into that area particularly. 

Senator Humpnurey. But your statute does prohibit, as I under- 
stand it—according to the language of the statute, under one of its. 
subsections : 

It shall be unlawful or a violation of this act, for any distributor, refiner, 
wholesaler, or supplier, with intent to injure competitor or destroy or substan- 
tially lessen competition: * * * To offer, directly or indirectly, a rebate, con- 
cession, allowance, discount, or benefit, of any kind or nature whatsoever * * *. 
And then it goes on. 

Mr. Ricuman. But let me call your attention particularly, Senator, 
without commenting on it, to the phrase “with intent to injure com- 
petition.” 

Senator Humpnrey. That’s correct. 

Mr. RicumaN. There is other language similar to that used in the 
statute. This statute has never been passed upon by our courts. 

Senator Humpurey. Of course, the point here upon which all of 
this prohibitive language is based, is what it does to competition, 
whether or not it truly injures competition. 

Mr. Ricuman. That’s right. 

Mr. Struts. You have to prove bad faith in motivation also, don’t 
you ? 

’ Mr. Ricuman. I don’t want to say that at this point, because of 
these pending hearings. 

Mr. Srutts. But you called that phrase to our committee’s at- 
tention. 

Mr. Ricuman. I call it to your attention without comment. 

Mr. Sruurs. We noticed that the final recommendation of your 
joint committee was that you recommend the adoption of legislation 
making it a misdemeanor for any distributor, refiner, wholesaler, sup- 
plier, to offer or for any retail dealer to accept any of these rebates. 
Now, that study committee did not say anything about good faith, bad 
faith, intent to injure, or anything else. 

Mr. Ricuman. I understand that that phrase was suggested by the 
then Governor in his conditional veto of the original legislation. 

Mr. Srutrs. That is the first action which has been taken under this? 
study ? 

Governor Mryner. The original legislation was considerably emas- 
culated by the Governor’s conditional veto. It was my predecessor 
who, when he got the bill, said, “This goes too far,” principally on the 
ground that in his opinion it was unconstitutional, and he condition- 
ally vetoed it, and this bill you have before you is considerably 
amended from the version originally introduced by this commission. 

Mr. Srvuts. Has any action ever been taken under this to revoke a 
license or to refuse a license ? 

Mr. Ricuman. Only the hearings that are presently pending, to 
which I have referred. 
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Mr. Sruvrs. That is the first action which has been taken under 
this? 

Mr. Ricuman. That’s right. 

Senator Humenrey. Your problem is complicated by, first, the de- 
sire to maintain competitive conditions, and second, to avoid, as the 
Governor has noted this morning, price fixing. 

Mr. Ricuman. That’s right. 

Senator Humpurey. One of the proposed statutes did so provide, 
and I believe that was rejected in both houses. 

Governor Mryner. Yes, as I say, in January, before the old legis- 
lature went out, the senate passed a bill which would have caused a 
markup of 6.7 per gallon, saying that presumptively was the differ- 
ence between tankwagon and retail price that should be charged. 
That passed. Then the legislature expired. The assembly passed 
a similar one providing that the differential should be established 
by the director, division of taxation, and that he make certain account- 
ing surveys. That passed there, but then public opinion was so vio- 
lent that it did not pass the senate. 

Mr. Srvutrs. There is one other question along this legislative line, 
Governor. The next to the last paragraph of your statement was: 

“T believe any solution to the problem must be at the Federal level.” 

You have the feeling that probably this chapter 413 of the laws of 
1953 does about all that any State law could do? 

Governor Mryner. I would say that, too, coupled with this: We 
find that at the State level it is awfully difficult to enforce price regu- 
lations. I am speaking now from our experience with respect to 
milk. 

We had a retail price fixing of milk, and the principal reason we 
eliminated it at the administrative level was because you just can’t 
possibly enforce it. 

Now the question is: Can you enforce this; can you enforce it at the 
State level? Can we go out to each retailer and actually see that the 
arrangement between him and his supplier is such that there will be a 
uniformity? I doubt it. 

Mr. Struts. Do you feel that the Federal Government can do it any 
better, or that they have a mandate for action, an authority for action 
that is broader than the States? 

Do you feel the Federal agencies, for example, enforcing the Robin- 
son-Patman Act are more likely, ready, willing, and able to come in 
and do something about the gas wars than would any State agency 
under a State law? 

Governor Mryner. I think there are a limited number of manufac- 
turers of motor fuel, and the Federal Government can reach out and 
control them if it is deemed desirable. I haven’t come to that conclu- 
sion; I am not here advocating it because, as I say, I am convinced 
that the public, at least in New Jersey, despite the feeling, despite the 
adverse economic circumstances of people in the retail business, still 
likes this idea of buying gasoline = they like it very much. 

Senator Humpnrey. Yes, I think that is one of the most difficult 
problems that we are faced with in terms of conflict of interest. the 
consumer on the one hand, and the outlets, or the retailers, wholesalers, 
and possibly the manufacturers on the other. 

The point that I think needs to be kept in mind all the way 
through—and I was interested in your washiery of the supermarket 
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and the grocery store. We do have, however, enforcement, or at least 
we are supposed to have, and we are looking into—it is not enforce- 
ment that I think is as good as it ought to be—in Robinson-Patman 
about price discrimination between the big man and the little operator. 
In other words, there are rules of the game. And then the consumer 
gets the advantage of competitive conditions within those rules of the 
game. 

The thing I am concerned about in these price wars—and, as I 
say, we have one out in my home State that is in full bloom right 
now, and it apparently is getting warmer and warmer. I mean the 
price war, not the climate, is getting warmer and warmer. I intend 
to find out whether or not the rules of the game are being followed, or 
whether this is the law of the jungle and every conceivable trick and 
device is being used to get an advantage on the part of the manu- 
facturer, the refiner, without any regard whatsoever to the legitimacy 
of outlets, or the practices there of the outlets. 

I think it is true that the public would like to get gasoline for 2 
cents a gallon, 5 cents a gallon, or 20 cents a gallon, whatever the 
figure is, and it ought to be that we in business and Government try 
to see that there are as reasonable prices as can be gotten. 

Governor Mryner. Of course, it works the other way. Sometimes 
the big outfit imposes morality that the smaller outfits don’t have. 
T am thinking of the situation with respect to milk, where one of the 
big chain outfits said: “We have a policy by which we will only mark 
up what we pay for something, so much; and we distribute it at that 
price.” 

And all of the other people said, “Oh, please don’t do it, because you 
will interfere with our established and orderly marketing practices.” 

And you find that the big outfit is enforcing it and giving the public 
a better price picture. 

Senator Humpnurey. Yes. 

Governor Mryner. Of course, it goes in reverse, too. 

Senator Humpnrey. That can be on both sides, and as you men- 
tioned earlier here today, there may be some practices in associations 
which are anything but in the public interest, or, may I say, even in 
the individual interest, depending on how the individual is touched 
up. 

Mr. Sruurs. If I may ask a question 

Senator Humpnurey. Go ahead, Mr. Stults. 

Mr. Sruurs. You have a fair trade resale price maintenance law in 
New Jersey, do you not, on general commodities, fountain pens, drugs, 
sundries, appliances ? 

Mr. Ricuman. Yes. 

Mr. Sruuts. Have you given any thought to extending that same 
philosophy, that same thought, to gasoline? If not, why not? It 
seems to me that perhaps this is an area where you might operate in 
the same way that you did on toasters and electric water heaters and 
refrigerators and the like. 

Governor Mryner. It is the design of that to protect a certain 
type of trade name. My attorney general tells me it is a voluntary 
proposition, and we could probably never get our major oil companies 
to agree to this, anyway. 

Mr. Ricuman. In other words, the particular company or manufac- 
turer has to agree to fair trading of its products. 
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Mr. Sruurs. Yes; that is right. General Electric, for example, 
asked for an agreement, and files it with your State, some agency of 
your State, saying that the price on a toaster or coffeemaker will be 
such and such, that is the fair-trade price. But unless one assumes 
that the gasoline industry, the major oil companies, like this opera 
tion of continual price wars, perhaps they, too, would not join in any 
such price war. 

I think probably the brand-name argument was used in passing the 
legislation, but basically it was also to protect the retail outlet. 

I think Senator Humphrey would agree that underlying the entire 
passage of these fair-trade laws in 45 States in the country was a 
desire to keep the independent druggist in a small town alive, and not 
let everybody trample over him by, ‘let us say, unfair means. I wonder 
if that same sort of law could be used for gasoline ? 

Mr. Ricuman. It is available presently. 

Mr. Struts. It is available? 

Mr. RicuMan. It is available, but I have a recollection that there 
was some agitation to have the gasoline industry come within it, but 
that it was rejected, or at least never agreed to. 

Mr. Struts. That is a question that we should ask the major oil 
companies when they appear before us. 

Governor Mryner. Of course, I think, too, that you could devote 
some emphasis to the general protection of the public. I don’t know 
how reliable this information is, but I have been told that very fre- 
quently one kind of gasoline is sold under another brand name be- 

‘“ause it meets practically the same specifications, but that doesn’t 
seem quite in accord with some of the advertising you read. 

Senator Humpnrey. It doesn’t. 

Governor MryNer. And the question is this—we raise that in this 
one bit of suggested legislation: Should you at least protect the public 
against that sort of situation! Does the public have any way, with- 
out going into a laboratory, of knowing what it is getting? 

Senator Humpnrey. I think the question here, Governor—and I 
want to make the position of the subcommittee clear—is this: We are 
deeply interested in consumer prices. After all, the purpose of com- 
petitive conditions is to give the consumer the most reasonable price 
for a commodity that the market can bear. I mean, that is the ulti- 
mate objective of competition, as well as a perfected or an improved 
product under competitive conditions. 

The thing that disturbed me in the hearings in July was that the 
only people who seemed to be competing or taking the brunt of com- 
petition were the people who could least afford it. To be sure, there 
were times competitive practices were engaged in by the larger com- 
panies, but only when it got to a point where they themselves were 
beginning to worry about losing the market. Up until that time, why, 
they had the foot soldiers out in front while the brass was back in the 
tent, and I was a little bit disturbed about that. 

I am all for competition, as long as everybody gets in the swim. 
But, if somebody is going to be the protec ted loved one, and the other 
one is going to be the unwanted one out in front, I think it is the 
job of Congress—at least under certain statutes that we have passed, 
that we have enacted in the past, and we now have under administra- 
tive control—to do something about that. 
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And I am impressed very much by the testimony this morning of 
the difficulty of State action that is conclusive in this area. You can 
do certain things. You have a statute here. You have problems here 
as to whether or not this injures competition. 

After all, the companies that I read of—Esso, Sun, Texas, Gulf, 
Socony-Vaccum—they are not exactly provincial institutions. I 
haven't been to Arabia, but they even pump a little gas over there, I 
gather. 

Now, they are great companies, and they have made great contribu- 
tions to our economy. I have no antagonism toward the companies; 
in fact, I have a great deal of respect for them. But for some reason 
or another, every time there is a gas price war, or, frankly, every time 
there is a real vicious price war, the man who gets caught up in it is 
the fellow out on the end of the line. 

There is always a great delayed reaction back to the source of sup- 
ply. Temporarily the consumer gets an advantage, but I have often 
noted from what little study of price wars I have made, in areas that 
are not quite as chronic, may I say, as New Jersey, that once the price 
war is over, you would be surprised how fast the price goes up. 

And some of the so-called losses that the manufacturer or the refiner 
had to take during the price war are easily and readily compensated 
for a few months after the price war has been stopped, or there has 
been a liquidation of a certain number of outlets. So that I don’t 
think the consumer really gets any real advantage out of that kind of 
price competition. He gets an advantage out of price competition 
that comes down vertically all the way along the line from the top to 
the bottom. 

And I note that whenever we announce hearings, it is very interest- 
ing—I have this Oilgram News Service release. We announced some 
hearings, and right away two of the large companies dropped the 
tankwagon price. Well, now, that is a good deal for everybody. I am 
all for it. 

We sent out a questionnaire in December of 1954, and within a 
month the price of gasoline dropped a cent. We announced in a press 
release on the 14th of July that we would hold hearings next week. 
Within a week the price dropped another penny. We announced 
here in September that we were going to hold hearings in New Jersey. 
Believe it or not, they are down another cent. Now, if we can make 
enough announcements of hearings, we are going to help the con- 
sumers of New Jersey by a considerable amount. 

Governor Mreyner. October 14, 1955, it went down from 21 to 19.5. 

Senator Humpnurey. A half cent. We didn’t do so well on that. 

Governor Mryner. No,acent andahalf. I might say the citizens of 
New Jersey are indebted to you. 

Mr. Srutts. At the same time, however, while that was the posted 
tankwagon price, I don’t think we could be too proud of ourselves. All 
it meant was that much of the allowance was taken away, and the base 
price went down, and perhaps became more nearly what it actually was. 

Governor Mryner. Of course, I would be interested in supporting 
facts to the thesis you mentioned as to whether or not this price-war 
situation ultimately works out to the disadvantage of the consumer, 
because, relying on my own recollection and the section of New Jersey 
from which I come, we have had price wars, from my immediate re- 
collection, from 1930 on, and we have been buying gasoline in our area 
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a lot cheaper over the years than you pay when you go to Maine or 
when you go to California or 

Senator Humpnurey. Minnesota. 

Governor Mreyner. Or you go to other places. And I dare say over 
the years, if my memory serves me correctly, we have been buying it 
at 4 or 5 cents less than other places. Now, we have a citizenry that 
has been used to that. 

Senator Humpurey. Yes, sir. Governor, I agree with what you 
are saying in terms of the observations of your statement, because we 
have had quite a little statistical evidence on it. 

You have had a kind of chronic condition: it is one of these con- 
tinuous emergencies that we are dealing with all the time. 

Governor Mreyner. But it has been very pleasant to our consumers. 

Senator Humpurey. Yes, tothe consumer. I say that in a State or 
in a locality where there has been a period of 3 weeks, a month of 
price war, where there is a real flurry of price competition, that levels 
off right away after that is cleaned up and sometimes actually the 
price of gasoline will go up even a little bit higher than it was before 
the price war. 

Now, I want to digress just a moment to say, Governor, that I was 
wrong in my figures ¢ on announcing hear! ings. When the Senate sub- 
committee announced the hearings i in September , we had a drop of 
one and a half cents, but that was only after it was indicated that the 
Governor and members of his administration would be here. Up 
until then we had only been able to get a cent drop. I want the people 
of New Jersey to know that this extra benefit comes from your par- 
ticipation. Any other questions? 

Mr. Jennie. Yes; I have 1 question, perhaps 2. 

Governor, in your remarks you suggested or made the charge that 
some dealers are selling a brand of gasoline other than the brand ad- 
vertised on their pumps. I ask this question of you and also of your 
attorney general, Mr. Richman: Whether or not that practice, if it 
actually exists, would violate the so-called substitution laws of the 
State of New Jersey ? 

Governor Mreyner. It does violate the existing statutes, my attorney 
general says. 

Mr. Ricuman. And it is a part of the present hearing that we are 
conducting, independent proceedings. We have some prosecutions 
along that line. 

Mr. Jenue. Let’s take an Esso dealer, for example. If he should 
sell Gulf gasoline through his pumps, would that practice be in viola- 
tion of the New Jersey statute ? 

Mr. Ricuman. Yes. 

Governor Mryner. The thing I am wondering about—I haven’t 
had this answered for me, and I pose it to my attorneys now: Sup- 
pose you have a large refining company that gets in a big batch and 
puts it in their tanks, but it has been refined by someone else, do you 
suppose our statutes are strict enough ? 

Mr. Jeune. That is exactly what I am getting at. Why should it 
be wrong when the dealer does it, but not wrong if 

Governor Mryner. My objection was that it wasn’t the dealer, that 
it was interchangeably done amongst the big companies. 

Mr. Jente. Exe hanges do seem to be customary. 
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Mr. Ricuman. I don’t believe that particular situation you refer 
to would be violative, because it would still be the supplier’s brand. 
It wouldn’t make any difference who had manufactured it, if he 
bought it, if Gulf bought it, for example, from Esso and distributed 
it, it would still be Esso, so far as that particular statute is concerned. 
It would be Esso’s gasoline. 

Mr. Jen Le. But, however, it would be a violation if the Esso dealer 
purchased from a Gulf distributor certain supplies of gasoline and 
then pumped that through his pumps. 

Mr. Ricuman. That’s right; but not on the top level I am talking 
about. 

Senator Humpenrey. This mislabeling is common practice, may I 
say. It doesn’t only apply to the gasoline business. We have all 
kinds of labeling substitutes in food and drug. It is one of the real 
enforcement problems that they have, and there are ways of getting 
at mislabeling under both Federal statutes and State statutes. 

Mr. Ricuman. This bill, S. 390,° a copy of which you have, is 
designed to attack that particular situation. 

Senator Humpnrry. It appears to me that you are moving along 
here as far as the State can, in a very methodical, orderly manner 
with your investigations and pending actions, administrative actions, 
or whatever court actions may be necessary within the law that you 
have to work under. 

Mr. Ricuman. With the tools that we have. 

Governor Meyner. I might point out another thing which, of course, 
vas in my statement. Twenty-four percent of our revenues come 
from this tax, and we are a State without an income tax or a sales tax. 
Our division of taxation is not anxious to do anything which might 
affect the collection of any tax so as to cause the State to lose revenue 
and, therefore, be required to seek revenues elsewhere. I have a very 
frugal treasurer. 

Mr. Aexanprr. I might supplement that, Senator, by saying that 
if you have legislation at the Federal level, I hope you won't trust 
the enforcement of it to the people who want to collect the Federal 
taxes, because we find it very difficult at State level to have enforce- 
ment of fair price, or similar trade legislation in the hands of the 
people who should collect the maximum taxes. 

Senator Humpurey. This will be strictly in the Justice Department 
and FTC enforcement, may I say, Mr. Alexander. 

Mr. Roprno. Senator, may I ask a question / 

Senator Humpurery. Please do, Congressman. 

Mr. Roprno. I had intended to keep quiet, but this statute that was 
passed in 1953 intending to correct the situation which seemed to have 
been apparent to the committee, which made certain recommendations, 
states that— 


It shall be unlawful and a violation of this act for any distributor, refiner, 
wholesaler, or supplier, with intent to injure competitors or destroy or sub- 
stantially lessen competition— 

And then it gives the various violations. 

I might ask the attorney general if he would comment. In the 
event—and this, of course, is hypothetical—that there would be a 
substantial lessening of competition, the fact would be proven, then, 


5 See appendix III (d), p. 196, for reprint of S. 390. 
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that the competitive market, of course, would have been restricted, 
and certain facts would be there. Does the intent have to be proven 
as well? 

Mr. Ricuman. I don’t like to duck your question, Congressman, 
but here I have a proceeding pending, and I would very much prefer 
not to try to prejudge what “probably the Supreme Court will have to 
decide eventually. 

Governor Mryner. Or he might even be quoted in the brief of the 
objectors. 

Mr. Roprno. I can understand, but what bothers me is that if we 
do find that there is a substantial lessening of competition, that is the 
thing that was actually intended to protect, and yet you have to find 
the intent, which seems to be the w nels crux of the question. I would 
like to point that out, because I think in the Federal statutes we have 
provision, if we find there is a substantial lessening of competition, 
that is it, and the violation exists. 

Governor Mryner. That language was put in there to justify price 
differentials. 

Senator Humrurey. I have no other questions. I realize that there 
is a rather delicate situation in terms of the attorney general's office, 
in terms of cases, and I did indicate to you, sir, privately, and I do it 
now publicly, that we want in no way to jeopardize any of the work 
you are doing by any inadvertent comment here in terms of inquiry, 
and I respect your right to withhold opinions on matters which are 
now under litigation or under investigation. I want the record to so 
reveal. 

We have had excellent cooperation here from you. My only con- 
cluding comment, as far as the chairman of this subcommittee 1s con- 
cerned, is this: It seems to me that somewhere along the line, in areas 
where we have these violent—and they sometimes become violent, I 
regretfully express—so-called competitive conditions, that it becomes 
the duty of government to outline just what we mean by competition. 
If we didn’t do this with football, we would soon have to abolish 
the game because of the vigor of the contact, but we have rules, no 
clipping, but you still have ‘competition- —no slugging, at least if you 
are caught—and we still have competition. You get penalties for it. 

We have rules in every conceivable area, and it appears to me that 
the word “competition” has to be carefully defined, i. ‘ause the con- 
sumer sometimes is led to believe that just anything that happens is 
fine. 

Out in my part of the country people would like to see corn sell- 
ing—some people would like to see it sell for 50 cents a bushel. That 
would be good competition. There wouldn’t be many farmers, of 
course, but | they would have temporarily quite a little corn at 50 cents 
a bushel. 

Some of us are concerned about rules of play, rules of conduct that 
preserve competition within definite confines ; and I think that is what 
the problem is here, and it goes all the way back. 

I think it was outlined very well by the Governor as he sought to 
pose the problem to us, and this is what we are up against. We are 
going to have a number of witnesses of the dealers tomorrow, as I 
have indicated, and I have reassured again and again the major re- 
finers that we want to hear their full story, because it is perfectly 
obvious that this is not a simple or easy question. 
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You have a long history here, Governor, as you pointed out, some 
almost 20 years of this kind of very sharp competition, and in that 
kind of an area there are always some people who will get a little out 
of hand. 

The responsibility of this committee, may I say—it is not a legis- 
lative committee, it is a committee that has powers of investigation, 
a committee that has the privilege and aes of recommendation. 
Our recommendations will be made to the executive branch of the 
Government and to the legislative committees, in this instance either 
to Banking and Currency of the Senate, or to the Judiciary Com- 
mittee. 

And we are not at this stage ready to make any conclusive state- 
ments as to what we think is fair and proper or a sound recommenda- 
tion. But I want again to express my personal appreciation to the 
witnesses who came to us in Washington, and will come again. They 
came at considerable personal sacrifice. We got some mighty good 
testimony. And I think it has already had a salutary effect in some 
areas. I know a lot of people are thinking through what has been 
going on, I mean in the trade itself. 

Mr. Stults, do you have anything further? 

Mr. Sruurs. No, Senator. 

Senator Humpnrey. May I ask: Is there any one of you gentlemen 
who would like to make any further comments ? 

Mr. Ricuman. I have nothing further. 

Senator Humpnrey. We reserved this morning’s period for the 
State administration. Governor Meyner, I certainly want to thank 
you. It is wonderful to see you here. I want to assure you of our 
utmost cooperation. All contact, all work will be done in coopera- 
tion with your newly established officials here in the State, insofar 
as we can. 

Governor Mryner. I want to thank you, Senator, and your staff 
and your associates. I think it was most fitting that there was a 
decision of this subcommittee to look into this critical area, and we 
are only too happy to explore with this committee the facts, because 
we believe, as you do, only when we know the facts will we be able to 
suggest the administrative or legislative remedy. And we will follow 
your activities, and, as I said before, we will be glad to give you any 
information. And, of course, we will be glad to have such informa- 
tion as you get from your hearings, or we will look with interest at 
your recommendations, because, while I have indicated that I feel 
the solution belongs at the Federal level, it certainly is not beyond 
my belief that a solution might be a cooperative effort with some 
action by the Federal and some by the State governments, so that 
the problem can be solved better than it has been solved recently. 

We are indebted to you for the fine manner in which you have 
approached this problem. 

Senator Humpurey. Thank you, Governor. 

May I ask, will we, at tomorrow’s hearings, have a representative 
from the attorney general’s office, at least to sit in on these hearings? 

Governor Mreyner. We will be glad to. 
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Senator Humpnurey. Or the Governor's office. We will see that 
you get a full transcript of all of these hearings and any other data. 

Governor Mryner. And your staff will be advised this afternoon 
as to who it shall be. 

Senator Humpurey. Thank you very much. I think that will 
conclude the morning’s meeting. We will resume tomorrow morning 
at 10 o’clock. 

(Whereupon, at 11: 40 a. m., the subcommittee recessed, to reconvene 
at 10 a. m., Thursday, October 20, 1955.) 
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Unirep Strares SENATE, 
Setecr ComMMITTEE ON SMALL BUSINESS, 
SUBCOMMITTEE ON ReraiLine, Disrripution, 
AND Farr Trape PRAcrtIcEs, 
Newark, N. J. 
The subcommittee met, pursuant to recess, at 10:10 a. m., in room 
Federal Courthouse Building, Senator Hubert H. Humphrey 
(chairman of the subcommittee) presiding. 

Present: Senator Humphrey. 

Also present: Hon, Harrison ‘A. Williams, Jr., United States Rep- 
resentative from the Sixth Congressional District of New Jersey ; 
and David Thompson, assistant counsel to Governor Meyner of New 
Jersey; Walter LB. Stults, staff director; Philip F. Jehle, and John J. 
Flynn, counsel. 

Senator Humpurey. The meeting of the subcommittee will come to 
order. 

Our first witness this morning is a very distinguished citizen of 
this area, one who we are delighted to have testify. The witness will 
add not only very worthwhile observations to the problem that is be- 
fore us, but, I think, will add an extra degree of dignity, may I say, 
to the deliberations of the subcommittee. 

I would like to call to the witness stand, therefore, Father William 
J. Smith, director of St. Peter’s College Institute of Industrial a 
lations. Reverend Father, we are very happy to have you appe: 
before the subcommittee, and to receive your statement. May I say 
to you, sir, that anything that you would like to share with us over 
and above what you have in your prepared statement would be most 
welcome. 

Would you like to proceed ? 


STATEMENT OF REV. WILLIAM J. SMITH, S. J., DIRECTOR, ST. 
PETER’S INSTITUTE OF INDUSTRIAL RELATIONS, JERSEY CITY, 
N. J. 


‘ather SmirH. Thank you, Senator. 

It would be well at the outset, I believe, to state the purpose of 
my appearance before your committee this morning. I have come 
at the request of the committee to point out some of the social princi- 
ples which may underlie the solution of the problem currently con- 
cerning the committee, namely, that of the gasoline price wars which 
have been plaguing the State of New Jersey for a long time. 
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My appearance is in the capacity of an individual and entirely un- 
official, both in relation to the Catholic Church, of which I am an 
ordained priest, and more specific work in which I am engaged as 
director of St. Peter’s Institute of Industrial Relations. I make no 
claim to the title of expert or authority on any of the matters under 
consideration. 

The invitation from the committee, as I understand it, grew out 
of an article of mine in my syndicated column Spotlight on Social 
Reform which was published in the Advocate, the Catholic weekly of 
the Archdiocese of Newark, on August 14, 1955. Prior and subse- 
quent to the publication of this article I have met in conference with 
a number of the gas dealers both individually and in groups. It was 
with the thought ‘of giving encouragement to these men and women in 
their efforts to find a solution to a difficult problem, of manifesting a 
spirit of cooperation with this committee and of fulfilling a civic 
duty, that I have responded to your request to appear here this 
morning. 

For almost 20 years I have been engaged in social action and as an 
apostolate of social reform, p: articularly in the field of industrial rela- 
tions, and social education through the niedium of labor schools and 
institutes, conferences for man: iwement, and forums of various kinds 
for the general public. The work of informal adult education has 
been implemented by extensive writing and the spoken word in the 
pulpit and on lecture platforms. Beyond that, I possess no special 
qualifications to comment on the current subject other than those of 
an informed citizen desirous to cooperate in the solution of a common 
social problem. 

Senator Humpnrey. Father Smith, I interrupt just to say that the 
qualifications you have already outlined are superior to any we have 
had to date, may I say, in terms of background and information in 
this area. While we surely accept your own definition of not being an 
expert or authority, may I say that we consider you to be very well 
informed on this subject, as well as others, and your article was a very 
moving force in the request extended to you to appear before the 
subcommittee. 

It appeared to me that this was the kind of thinking that was 
needed, at least to place this hearing in proper context. As of yes- 
terday, I stated that I thought there needed to be some emphasis 
upon rules of conduct in the field of competition, and I am sure that 
you will be able to help us outline a pattern of conduct, rules of 
procedure in the competitive world that would be helpful, at least, 
to give us an environment in which to work out some solution to these 
problems. 

I shan’t interrupt again. 

Father Smrru. That’s all right. 

The subject of price wars in the gasoline industry has at least a 
threefold aspect: It is an economic problem, a legislative problem, 
and a social problem. These three phases of the ‘subject are inter- 
related but are not necessarily identical. 

From the economic angle, the aspect is more or less a technical one. 
It concerns itself with the production of gasoline, the administrative 
agencies of large corporations in the processing and distributing of 
the product, the retail sale and distribution of it by dealers who man 
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the service stations, and the eventual use of the product by the motor 
ing public. 

In its legislative phase, the problem centers around the need of 
investigating prevailing conditions in the industry as they relate to 
Federal and State law for the purpose of determining whether pres- 
ent legislation is adequate both in existing statute and enforcement 
or whether further salutary legislation is deemed advisable. 

The social aspects of the subject relate to people—to the groups 
involved, the public welfare, and the moral connotations which may 
be attached to the activities of the participants both as imdividuals 
and as social groups. 

It should be made clear at the outset, I believe, that there is a dif- 
ference between economics and moral law. One is not the other. 
They are not identical. If we are to live truly human lives, however, 
it cannot be denied that there is a strong relationship between the two. 

There is no such thing as an “economic” man either in the area of 
economic activity or in any other sphere of human society. As a 
human being, every person is at one and the same time a member of 
human society, a citizen of the country of his birth, and a participant 
in the economic activities in which the people of a nation engage 
to sustain life and material well-being. His rights and duties ex- 
tend to all three domains—namely, the social, the civic, and the 
economic. He is likewise a citizen of two distinct worlds—the world 
of time, the present, and the world of eternity, the goal of his im- 
mortal destination. 

Insofar as economics is a science or, at least, a quasi-science, it has 
postulates, if not laws of its own. It is possessed of scientific theories 
and the possible application of them in regard to production, dis- 
tribution, and the consumption of goods and the rendering of services. 

Economics in itself is neither moral nor immoral. It is a branch 
of the tree of knowledge. It is good or bad, as a science, in propor- 
tion as it is based upon true facts and valid conclusions. It is good 
or bad, morally, depending upon the use men make of it. Economie 
science steps into the jurisdiction of the moral law when it is trans- 
lated into economic activity. When theory is reduced to practice, 
it is immediately clothed in the robe of a human action. It steps 
upon the playing field of rights and duties. It must be contained 
by the chalk marks of justice and injustice just as two football teams 
must confine their activities to the white lines marking off the goal 
post at each end of the field. 

Economic life and an economic system that develops through eco- 
nomic activity are not some sort of mechanical routine, isolated and 
divorced from the rest of human society. Laissez-faire capitalism 
tried to pretend that it had a right to act on that false assumption. 
Some faint vestiges of the savage theory still remain. It is an in- 
sult to divine law and human dignity. 

Economics did not create the universe and material elements of 
production. Economics did not create the power and genius of men 
to devise technological improvements. Economic activity, insofar 
as it is human action, must fit into the overall objectives of human 
life itself just as political, military, educational, and domestic activi- 
ties must be measured by definite standards and norms of human right 
and wrong, of justice and injustice, of charity and the lack of it. 

The principles of social order are all inclusive of human activity. 
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They must be applied to family and domestic life if the Nation is to 
survive. The family is the first social unit of society. They must 
apply to civic life if chaos and anarchy are to be avoided. Industrial 
society is a segment of the national life; the material basis of the 
whole cultural, educational, and spiritual life of the Nation. There 
is no divine dispensation or exemption from the rules of human 
living for economic activity. It must be guided by the same social 
principles as any other form of organization in human society, or 
it defeats the very purpose for which it exists. 

Capitalistic economics are based on the profit motive. There is 
nothing wrong with the profit motive in itself. There is everything 
wrong with a profit obsession. There is a great deal wrong with an 
industrial society or a civilization that is based exclusively on the 
profit motive. 

Free competition is a good and necessary element of industrial 
society. Both the wisdom of the scholars of the ages and the horrible 
effects that have followed from modern examples of totalitarian eco- 
nomics attest to the fact that you must have a free enterprise system 
if you are to have a free nation. You cannot have a truly free nation, 
however, if the very term “freedom” is not correctly understood and 
interpreted. 

There is no word in the American language that is so adored as 
“freedom.” There is no word that has been so abused. “Obedience 
to just law is liberty.” Freedom is the awesome responsibility of 
doing what we ought—not as we please. 

The word “competition” itself can have either a rational or an ir- 
rational meaning. War is a form of competition. Organized gang- 
sters engage in competition. The beasts of the jungle are in constant 
competition. 

The only type of competition entitled to the proud adjective of 
“free” is fair, Just, socially sound, and morally defensible competition. 
Unfair, unjust competition has no right to the claim of freedom. 
Unfair, unjust competition is an infringement upon the rights of men 
who were created by Almighty God to enjoy justice. Every human 
being, every last one of us, has a divine right to justice—as a matter of 
fact that is the very definition of “justice”—to give to each man what 
is his due. 

Unjust competition has its source in greed and a lust for power; 
it feeds on injustice; it grows strong through conflict; it thrives on 
chaos and ends in monopoly for the strongest and the most un- 
scrupulous. 

In the current issue of the disorder in the gasoline industry it is not 
my obligation nor that of any individual citizen to ferret out the 
facts and determine whether unjust competition and its illegitimate 
offspring, monopoly, exist. That is the responsibility of the oil pro- 
ducers, the gas dealers, and public authority representing the public 
and the public welfare. This hearing this morning is evidence that 
public authority is accepting its responsibility. The recent formation 
of an organization of gas dealers intent upon showing by example 
their good will and sincere purpose of helping to solve the present 
problem is evidence of concern on the part of the gas dealers them- 
selves. The organization is called the Petroleum Businessmen’s 
Association. 
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A second organization, in the form of an incorporated service for 
gas dealers, -alled the Amalgamated Gas Dealers of America, is in- 
tended to give assurance to the motoring public that the service 
station displaying the approved AGDA dealer emblem is worthy of 
patronage. 

The major oil industries may be equally concerned with the implica 
tions to the public welfare embedded i in this problem. To date, how 
ever, no public action on their part has come to my attention. 

What legislative action may eventually be taken by Government or 
whether legislation will be needed, must be determined by the facts 
unearthed in this investigation and others of similar type. The de 
termination of the question is not the responsibility of the individual 
citizen, but rather the duty of the legislators, the organizations directly 
affected by present conditions and the voting public at large. 

My present concern, and the stipulated purpose expressed | rv the 
committee for my appearance this morning, relates to the social aspects 
of the problem. It should be perfectly clear to anvone who under 
stands the meaning of the word “social” that the economically un 
healthy conditions now existing in the retail gasoline industry are not 
exclusively economic in nature. It is not merely a question of efficient 
and ineflicient gas dealers. This isa social problem. It is a problem 
that affects the public welfare and the families of a great number of 
men engaged in this particular economic activity The problems will 
not be solved by some naive individual waving a mystic wand. 

Social problems can be solved only on social principles and by social 
action. It is of the very essence of social action that the common good 
of all be accepted as the common and mutual objective. A solution 
‘an be effected only by hard work, good will, and united cooperative 
action. The participants who must play a part in the solution of this 
particular problem are the representatives of the major oil industries, 
of the gas dealers, the motoring public, and public authority as repre- 
sented by the Government. A few of the social principles that must 
be invoked—and they might be called commonsense, democratic guide 
7 which should prevail i in a democratic society—are the following: 

The principles of freedom. This means the right of citizens to 
pias private enterprise without coercion or dictation by Govern 
ment. Only when private groups are unable or unwilling to accept 
and act upon their own social responsibilities should Government exer- 
cise authority to correct abuses or restrict freedom. The true concept 
of freedom, however, is one that respects the rights of others. It is 
common to all parties, yet “the private property” of none. It is a 
common freedom that must be shared within the guide rails of justice, 
decency, and just law. Such freedom is a natural right of the citizens 
of a nation. 

2. With equal emphasis it must be brought home that it is the 
positive duty of Government to promote and protect the public welfare 
and the common good. It is the solemn obligation of legislators and 
the judiciary to correct abuses in the social order. Far better, as a 
matter of fact. would it be for foresighted lawmakers to anticipate, 
through experience, the delinquencies that crop up in industrial 
soc iety and incorporate natural rights and duties in the national policy 
before abuses can arise. 

It is not a primary right of Government, however, to dictate eco- 
nomic activities. It'is both its right and duty to establish a national 
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social policy, based on principles of practical justice, within which 
the prvate groups may exercise a freedom proportionate to their own 
sense and execution of social responsibility. “Obedience to just law is 
ee 

When proper standards of law and social order have either been 
Pos ‘ted for long periods of time or have not been opportunely en- 
forced, and social maladjustments have set in, it becomes the social 
obligation of all parties involved, both private and public, to cooper- 
ate one with another and correct those social disorders. The adage is 
very old that “God helps those who help themselves.” It is equally 
true that those who are reluctant to help themselves have little reason 
to expect help from others. 

We can likewise put it down as an enduring truth that, if human 
values are to be sacrificed for monetary gain, if power and domination 
are preferred to justice and good order, if men are determined to live 
by a law of the jungle rather than by a law of reason and the light yoke 
of moral responsibility, any plea for respect for sound social principles 
will fall on deaf ears and the expression of it will be wasted in thin air. 

Those, in high places or low, who stand to profit by disordered social 
conditions may be disine lined to cooperate in the correction of them. 
They may prefer to tolerate economic chaos with an illicit profit rather 
than to work for order, justice, the common good, and the comfort 
of a clean conscience. 

If that is the prevailing philosophy in the oil industry and those in 
a position of influence are determined to perpetuate it, any appeal 
to reason, conscience, the moral law or the beneficial fruits of the 
common good and social order would, be but a voice crying in the 
wilderness. A philosophy of this kind contains the seeds of its own 
destruction. Eventually it must boomerang. 

4. A social problem such as the one that now plagues the oil indus- 
try in the State of New Jersey can be solved only in 1 or 2 ways. It 
will be solved either on the principle of self- discipline ora compul- 
sory solution will be imposed upon the participants under the guise 
of establishing order and regularity. That compulsion will come 
either from within the industry itself or from without. 

If a compulsory. solution from within were to be attempted, it 
could be done only by the exercise of a monopolistic power of some 
kind or through physical coercion. From the legal implications alone 
such a solution would be self-defeating. 

The gas dealers would not be able to compel compliance without 
running into violations of anti-price-fixing, and other laws. 

The producers could not attempt to exercise a monopolistic power 
of any kind without running afoul of the antitrust laws. 

The internationally famed expert on social ethics, J. Messner, 
writes: 


When a people loses its power of self-discipline, its doom is inevitable. 


The prediction is applicable to specific industries as well as to a nation 
asa whole. The inevitable doom that might descend upon an indus- 
try or a segment of it would not necessarily mean its total destruction. 
It could not mean less, however, than its loss of freedom. 

The practical alter native for a modern industry that has lost its 
power to govern itself is that of Government regulation. The road 
to Government regimentation is paved with the blocks of social dis- 
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order and social irresponsibility. An evident conclusion is: There 
are avenues to socialism other than that traveled by the avowed 
Socialists. 

5. The first steps toward the solution of the problem of price wars 
should be the self-disciplinary reform of the respective parties them- 
selves. The evidence, I think, will bear out the fact that there is 
substantial need of reform. The primary obligation of the gas deal- 
ers is not to attempt to reform the producers or the producers to 
correct the deficiencies of the gas dealers. Each in their own respec- 
tive fields should first endeavor to institute reform in their own house. 
Codes of ethical conduct are in order. 

6. If competition is to be the norm for establishing a just price, 
the norm should apply to the wholesale price as well as to the retail 
price. If fair and just competition is to prevail, the practices of 
economic jungle warfare must be eliminated. Some form of what 
might be called built-in social control must be established to prevent 
these practices which lead to cutthroat, jungle warfare competition. 

The only ones who can organize and execute such a plan as a 
“built-in social control” are the representatives of the producers and 
the representatives of the gasoline dealers, with as much aid and 
assistance from the public and public authority as may be needed. 

If either or both of the major participants in the distribution of 
gasoline are unwilling or unable to engage in mutual cooperative action 
to bring about a self-disciplinary solution of the present problem, the 
right and duty falls upon the legislators, both Federal and State, to 
step into the picture and impose upon both parties the obligation of 
fulfilling their social responsibilities through a compliance with neces- 
sary legislation. 

Economic activity in industrial society is not some form of human 
life distinct, independent of, divorced and separated from the over- 
all social and civic life of the Nation. The producers of gasoline are 
entitled to an honest and an honorable profit—nothing more. The 
gas dealers have a right to a decent profit. The employees of both 
have a right to a living, saving wage in keeping with the standard of 
life of the American way. The motoring public has a right to gaso- 
line and motor services at a just price offered to them by honest dealers 
and repairmen in whom they can place their confidence. 

The motoring public, on the other hand, must be educated to the 
fact that they cannot have their cake and eat it. We cannot have 
unreasonably cheap, price-war gas under present conditions, except 
at the expense of justice to many gasoline dealers, their families, and 
their employees. The public has both the right and the duty to 
demand that all the facts of the present chaotic conditions be made 
known to them. The hidden causes of the price wars, whatever they 
may be and wheresoever they are initiated and perpetuated, should be 
made known to the public. 

A just and honest price can be established by just and honest com- 
petition. It is incumbent upon the representatives of all concerned 
to make every effort that is humanly possible to establish such a norm. 
If through private initiative and effort it is found impossible for prac- 
tical social justice to withstand the onslaught of corruption, it be- 
comes the solemn obligation of public authority to regulate the indus- 
try in the most practical and reasonable manner possible. An ap- 
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proximation to justice at least, can thus be achieved. Freedom is “the 
awesome responsibility of doing what we ought—not what we please.” 

Senator Huspurey. Thank you very much, Father Smith. I 
don’t believe I can find the adequate words to express my personal 
appreciation for this splendid statement of philosophy and moral 
law, that is so urgently needed in this particular situation. 

I have tried to indicate in the few times that we have held hearings, 
and as the witnesses have appeared before us, that we know this is a 
most intricate, complex, and chronic problem. 

I think the fact is pretty apparent that very few people seem to be . 
getting along well with this problem, except possibly a few people who 
feel they are getting cheaper gas, some people who are able to dispense 
and dispose of excess gas. | 

I appreciate particularly your admonition to the dealers and to the . 
producers to try to put their own house in order, because I can say 
to you and in your presence, Father, we intend to pursue this case 
vigorously. 

The evidence that has come to this committee thus far, much of 
which has not yet been made public, indicates to me that this is a situa- 
tion that calls for immediate self-discipline, or effective and prompt 
Government action. 

We have been examining the Federal statutes very carefully, to see 
what can be done in terms of statutory enforcement. We would like 
to get observance—I used to be the mayor of the city of Minneapolis, 
and I used to talk to the police department about seeking law observ- 
ance rather than enforcement. Observance is predicated on knowl- 
edge, and I think all parties know the law. I don’t think there is any 
doubt about. that. 

Weare going to hear from all the other parties. I have said repeat- 
edly, and I will say it again, we will hear from the producers, the 
refiners. We are always glad to receive their communications, and 
any of the information they might give us. We are going to hear from 
them personally in testimony, just as we are hearing from you this 
morning. 

I wanted that part of the hearing to be held in Washington, where 
my colleagues on the Senate committee can be with me. It is difficult 
to get them. They are scattered all over the country at the present 
time on a number of hearings. 

I came here with the subcommittee staff, as chairman of the sub- 
committee, primarily to give the people in New Jersey, your public 
officials and your individual citizens, an opportunity at least to be 
heard in open public testimony, rather than just an exchange of 
communications. 

I have always been opposed to any one-man subcommittees, and 
therefore, as we proceeded on this, we got full clearance of our full 
committee and our subcommittee to conduct our hearing. 

We take no testimony under oath at this hearing because I don’t 
believe in one-man subpenas, and we are only seeking information and 
guidance at the present time, and giving the people of New Jersey, 
and particularly the participants, a chance to sort of see themselves. 

As I indicated yesterday, the situation here seems to be tragic in 
many instances, but it is becoming contagious. It is beginning to 
spread out. And the people who are suffering the most are the people 
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who ought to have the opportunity to make a fair and decent profit 
from their work and their labor and their service. 

I happen to be one who believes, I am sure as you do, that pee are 
entitled to that, entitled to a fair profit on their work, a fair wage, 
a fair profit on their investment. 

I am one who believes in competition; but I surely underscore every 
word you have had to say that competition isn’t the law of the jungle, 
it shouldn’t be, in an orderly society. And freedom isn’t license to 
plunder and to exploit. 

What I have wanted to be able to say, may I say to you, sir, is 
what you have said this morning. I think this is the context in which 
this case has to be investigated, studied, and finally resolved. 

The first duty of government is to give justice and, as you have 
pointed out here this 1 morning, justice can be arrived at by some self- 
discipline, and if it can’t be arrived at that way, regretfully it is 
arrived at by imposed discipline. 

I have heard a great deal of talk about free enterprise from a lot 
of self-styled free enterprisers. If they want to save free enterprise, 
they had better get busy and put enterprise on an equitable standard, 
because these kinds of situations only lead to more and important regu- 
lations. This is what happened once in the private utility industry, 
and the Government had to step in and regulate it with a firm hand. 

People here, these participants, the yroducers, the dealers, have an 
opportunity to do something at long es before a friendly and re- 
ceptive instrumentality of government. We are willing to cooperate; 
we want to cooperate. I want the people here, the witnesses here, to 
know that we seek to cooperate. 

We have no panacea, no pat formula. We know what the law is. 
And I indicated in Washington, D. C., that if people are defying the 
law—and there seems to be some evidence of that—we are going to call 
upon the instrumentalities of government to prosecute and enforce the 
law. 

But they have been given plenty of time to get their house in order, 
and there is some qbvious abridgment of the law, through photo- 
static copies of evidence that this committee has. And, if we need to, 
at the right time we shall subpena them and put them under oath. 

I hesitate to do that. Iam nota very harsh man—I hope I am not. 
I like to have people come forth and just to get things set up, like you 
do, work out their own problems. 

Apparently there is a reluctance to have that done. 

Father Smith, there were no specifics in particular that you alluded 
to, I mean in terms of incidents of unfair competition or abuses. It 

was in general terms. We will get some instances, I suppose, of at. 
least allegations of unfair competition from the other witnesses this 
morning. 

I will deeply appreciate, in the days ahead, because we will have to 
pursue this matter for some time, any other information that you may 
be willing to extend to the committee. Copies of your testimony shall 
be made available to every member of the full committee, as well as the 
subcommittee. 

Very frankly, I think it should be made available to every member 
of the industry. If I thought we weren't short of special- delivery 
stamps, I would have them sent over to all of the refineries this morn- 
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ing, all the producers, and then we could have some extra copies made 
for all the dealers. A lot of good, I think, could come out of this, much 
more than any chairman of a subcommittee could give. 

I have just been informed that there are, of course, representatives 
here from both industry and the dealers. I think we have some addi- 
tional copies of your statement here this morning. 

Father Srrx. I have about a dozen, Senator. 

‘Senator Humpenrey. Good. I can think of no one dozen copies that 
would do more. good right now than the dozen that you have available. 

Mr. Stults, do you have any questions? 

Mr. Struts. No, Mr. Chairman. 

Senator Humrurey. Father, that is a great credit to you. May I 

say that when you can stop a subcommittee from asking questions, 
you have really “hit the jackpot.” 

Father Smrra. Thank you very much, sir. 

Senator Humenrey. Thank you very, very much. We extend our 
thanks to you. 

I would like to call Mrs. Helen Beehler, president of the Gasoline 
Retailers Wives Association. 

How do you do, Mrs. Beehler. Am I correctly informed that you 
are the president of the Gasoline Retailers Wives Association ? 

Mrs. Brenner. I am. 

Senator Humpurey. I want to compliment the association on its 
very obvious good judgment in selecting you as the president. 

Mrs, Beenter. Thank you. 

Senator Humpurey. All the members of this subcommittee are 
going to be mighty unhappy, when I tell them about this hearing this 
morning, that they haven’t had a chance to participate. 


STATEMENT OF HELEN BEEHLER, PRESIDENT, GASOLINE 
RETAILERS WIVES ASSOCIATION, BAYONNE, N. J. 


Mrs. Brenter. I am afraid my talk is going to have to be extem- 
poraneous. I am not prepared. 

Senator Humpnrey. That will be just fine. You go right ahead. 

Mrs. Bernter. I am going to try and give you the bread-and-butter 
angle. 

Senator Hupnrey. May I just interrupt you for a moment? 
Would you please state for the record, since you do not have a prepared 
statement, your full name and address? 

Mrs. Brenurr. Yes. I am Mrs. Bernard C. Beehler. My name is 
Helen Beehler, 92 West 28th Street, Bayonne, N. J. 

As a former secretary and statistician, and a former employee of 
one of the large oil companies in their executive offices, my line of 
work was to compile statements and to watch the profits and loss. 
Therefore, when I assumed the responsibility of acting as my hus- 
band’s secretary I found it quite simple to watch our profits and ‘losses, 
and I must admit they were regular losses and no gains. So I decided 
to send an open letter to the newspaper, to see and to get the feelings 
of the other wives. I was sure that there must be other wives with the 
same problems as mine. 

The Bayonne Times was very nice and very helpful. They printed 
my open letter, and from that letter we were happy to say that we had 
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a very good attendance at our very first meeting, and from there on 
in we increased in membership after every meeting. 

And it is always the same story with the housewives. Their men 
cannot bring home a decent take-home pay. We never see our hus- 
bands. Our husbands’ days begin from 6 a. m.; they come home any- 
where up to around midnight. Naturally, our hours are just as long. 

I was shocked because, as a former secretary, as I stated before, my 
salary was much higher than the two of our salaries put together now, 
with the hours that we were putting in. Before that I worked only 
8 hours, and they were a very easy 8 hours, whereas now I was working 
a double shift, taking care of my home, taking care of the books, and 
all the other work that it entailed. 

At the meeting we wives discussed ways and means of trying to get 
organized effort. You spoke about cleaning house, and we felt that 
perhaps our husbands needed help in cleaning house. So we began. 

Our first move was a march on Trenton. We pleaded with Governor 
Meyner to enact an emergency bill, for, we stated, our husbands could 
no longer wait until further studies and investigations were made. 

Although he told us that he sympathized with us, he told us it was 
our job to mold the public. It was then that I wrote to Washington, 
and I asked the Washington leaders to help us mold the public, for we 
feel that it is too big a job for the wives in New Jersey to handle alone. 

The wives come to the different meetings. We have nurses. We 
have mothers of five children who have to leave their children at home 
to go to work to try to keep the home going. The mothers are afraid of 
delinquency. 

We are continually told that the delinquency is due to the irrespon- 
sibility of the mothers and fathers. How can you call us irresponsible 
when we are working morning, noon, and night, trying to keep our 
homes in order ? 

If there is going to be trouble to come of this situation, are we 
to be blamed for it when we are doing more than our share? We 
feel it is a very unhealthy situation, and we feel that something 
should be done about it. 

I was told to tell you that even though we are making a 4-cent 
markup, the minimum wage is $1 an hour, which would mean $8 a 
day for one man. That would mean that we would have to make a 
clear 4 cents a gallon profit on 200 gallons alone. For 2 or 3 men, 
there is no station that sells that much gasoline to be able to make 
that kind of salary. 

We try to keep within the law to pay the minimum salaries. How 
long will a man stay with you?) They complain of poor wages. We 
agree they are poor wages, but yet our husbands are bringing home 
much less than their employees. 

Oh, we can go on and on and on, I guess, we wives. They are just 
so upset because they just can’t make their home ends meet, they 
cannot put the food on the table, they cannot clothe the children the 
way they would like to have them clothed; and we would appeal to 
you to see if you, as the leaders, if you could possibly find a solution 
for us, because we know that our husbands cannot go on the way 
they are. 

I am trying to remember all the things I was supposed to tell you 
in behalf of the wives. 
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Senator Humpurey. You may take your time. 

Mrs. Beenter. I have another member of the women’s group. 
Will you permit Mrs. Hoffman to speak, please? Perhaps Mrs. 
Hoffman can say some of the things I forgot. 

Senator Humpurey. Isshe here with you? 

Mrs. Brenter. Yes; she is another member of our group. Is it 
out of order ? 

Senator Humpnrey. It is a little bit out of order, but I am in a 
charitable mood this morning. 

Mrs. Beruter. Thank you very much, because the mothers asked 
me to say so much, and I am afraid—I would like to say this much, 
though, that Father Smith—we have been working with Father 
Smith, and he agreed to be our adviser. We have asked him to help 
us frame a code of ethics, because we, too, agree that there is a 
definite need for a code of ethics. 

Senator Humpurey. What was the lady’s name? 

Mrs. Beenter. Marie Hoffman. 

Senator Humpurey. Is Marie Hoffman in the room? 

Won’t you come forward. Isit Mrs. Hoffman ? 

Mrs. Horrman. Yes. Thank you. 

Senator Humenrey. You can stay right here with us. I enjoy this 
much more when there are two. 

Will you please give your full name and address, so that the record- 
ing secretary can take it down ? 


STATEMENT OF MARIE HOFFMAN, JERSEY CITY, N. J. 


Mrs. Horrman. I am Mrs. Albert Hoffman, Marie Hoffman, 32 
Sherman Avenue, Jersey City, N.J. 

Senator Humpurey. Is your husband a gas dealer ? 

Mrs. Horrman. Yes, sir. In our particular case my father-in-law 
has been in the gas business for quite some time, 10 years, to be exact. 
My husband has been in his own station for approximately 2 years, 
but I do feel that my father-in-law, being in the business so long, 
naturally, at the dinner table and supper table when we eat with 
them, which lately has been quite often, to offset expenses—it is quite 
helpful—we are constantly discussing the problem. 

Now, I recall 10 years ago, or I should say 9 years ago—I am mar- 
ried 9 years, so let’s say that is when they really talked openly in 
front of me—I would say 9 years ago I recall that stations were 
selling gas at approximately 19.9 cents a gallon. The gasoline re- 
tailer was making approximately 5 cents on that low test gas, and 
I believe a penny more on the high-test, and the gas company was 
getting—well, they had to pay the tax, there was some Government 
tax coming out of that before the gas company got their share, and 
they were restricted as to how much gas, up until that time, they 
could sell, and you never heard a complaint from them that they 
weren't making sufficient profit. 

Now, after the war—and that bri ings us to about these 9 years—they 
started selling great quantities of gas 

Senator Htmpnrery. Who do you mean by “they” 

Mrs. Horrman. The gas companies—to us. I Poel today that they 
are selling to the American public at least three times as much gas. 
There are that many more cars on the road today. There is no 
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rationing, and they have raised their price of gas, and they have 
raised it, and they have raised it. 

But the small retailer has had to cut his profits. And now here 
he is—he has to sell twice the amount for the gas company to be able 
to sell it to the public. He is selling twice the amount of gas, he 1s 
making less money than he did before when he sold only half the 
amount, and he has to employ 2 to 3 times the amount of help to take 
care of the public. 

We operated an Atlantic station at the end of 1953 and during 1954, 
and they insisted that we have a man hired in that station to help 
my husband. 

They did not want to know that we couldn't pay that man’s salary. 
That didn’t interest them in the least. They wanted two men in 
every station. 

Now if you have to hire a man, you have got to meet a salary or 
the man isn’t going to stay with you. So my answer to them was, 
“If you want a man here, you send me a check every month to pay 
his salary and you will find a man here.” 

They got very indignant; that bothered them very much. 

Then another request which they absolutely insist on is uniforms. 
If you are going to pay a man a very low wage, which is the minimum 
wage, and sometimes you are lucky at that, that you can even meet the 
minimum wage, then he isn’t going to want to supply himself with 
uniforms, which cost at least $1.60 a week, so that is something else 
that has to come from the gas profits. 

Now, when you start adding these up, it breaks down to this: The 
gasoline retailer goes home with no salary, with absolutely no salary 
from that gas. And I have records to prove it. 

Now, there are not many of us gasoline people—retailers I have 
reference to—who have terrific stations where they are pumping 
twenty and thirty and forty thousand gallons of gas. I am not talk- 
ing for them, because they don’t need it as badly as the small man. 
It is the small man, the little guy, who is only pumping 10,000— 
and I wish we could see 10,000 in our station. 

I think if I pumped 10,000 gallons of gas I probably wouldn’t be 
here and feel so strongly about it. We operated this Atlantic station 
on Tonnele Avenue—that is Route 9 and Route 1—and I think that is 
one of the most traveled routes in the State, in this whole area. 

From Newark everybody takes Tonnele Avenue to get anywhere; 
and when I tell you that during September—I have figures that will 
prove it—that during September, October, November, 1953, we were 
pumping 4,000 gallons of gas, you tell me how can we make a living ? 
And out of that the customers never even get out of their cars. 

The gas companies say you have profits on the lube job, the oil, and 
how about the tires and the tubes and the batteries. You can’t get 
that customer out of his car to even know if you have got a battery in 
your station. 

Then they come along and say all the Atlantic stations are supposed 
to carry, we would like them to carry—but they are throwing that dig, 
first it is supposed to, then they revise their statement, but they are 
letting you know that they want you to carry a particular brand. 

Why? What istheir reason? They say, well, if a person goes and 
buys a battery in Florida, “We want them to know that if they should 
come to the State of New Jersey and they go into an Atlantic station, 
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they are going to find that same make battery and they can get 
service, if it breaks down on them.” : ; 

The fact that you are willing to honor that battery if it was 
bought in an Atlantic station, even if it isn’t the brand you happen to 
carry—after all, if you are dealing with an auto distributor, they 
usually carry several different brands, unless he is a distributor who is 
representing the company, and then the company gets 7 percent of 
everything he sells you. 

And when you want something done in your station, do you know 
what you get for an answer? They open up the figures to see how 
much accessories you sold and what they got out of those accessories. 

And I was told by a representative of the Atlantic Co. that in the 
Philadelphia office if you want something and what you want is, for 
instance, repairs on your building, if they aren’t offset and if they are 
over what you might have produced in accessories, you just get a “Yes, 
we will be down,” and nothing ever gets down. 

Now, after all, it is not our fault the customers don’t get out of the 
cars to buy the accessories we might have in our place. If we are in 
business, we are there to sell’ the stuff, not to leave it stand on our 
shelves. 

We don’t need the Atlantic Co. to tell us that it should move. Sell- 
ing has been my business ever since I first went to work. My job was in 
a department store. Before that I worked for the Singer Co. 

I don’t think anybody is as big a pusher as the Singer Co., and all 
we heard was “Sell; show the public what we have to sell,” and I had 
the same attitude, naturally, when I went into business, because that 
was my training. But, for goodness’ sake, when the company comes in 
they don’t want to know. 

I say to them, “Help me sell the product, do something to help me 
sel] it.” 

“Well, we have handbills.” 

Three cents apiece for cards. Who can afford to have them printed ? 
Then you have to put a 2-cent stamp on them. And you would think 
they would come along; it is advertising their product. 

We are with Texas Co. now, and I must say I really can’t complain. 
They have tried to do everything they can to help us, without showing 
partiality to any other of their dealers, and they do try to nelp us 
as far as advertisement is concerned. They give us all the advertise- 
ment they possibly can. I pay for the postage. 

And my father-in-law is a private-station operator; he owns the 
property, in other words, and he only uses their gas, and they are giv- 
ing him the same help they are giving me. But that is an exception. 

That is the only reason I took Texaco, because when we went into 
the Texaco station—I know there are other companies that are not 
doing the same for their own stations, as well as they are doing, giv- 
ing the same treatment, in other words, to their own stations that they 
are giving to the individuals where they own the property, and 
they are only selling the gas for the company. 

Now, this is what is happening. In talking to dealers, we find that 
the small individual who owns the property, as my father-in-law does, 
unless he has been able to know mechanical work and body and fender 
work, and different things like that, to offset his losses in the gas, and 
sometimes in oil, because he is not moving sufficient to make a profit— 
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unless he can do this type of work, he gets to the point where he can't 
hold the property any longer and he has to sell out. 

Who buys him out? The company. So what happens? This 
small individual is being dominated by the oil companies. 

The oil companies own the property, they own the station, they own 
the gas you are selling, practically. And what happens to the small 
enterprise, the small man who is supposed to be able to go into 
business ? 

We didn’t want a company station this time. We didn’t want it 
when we went with Atlantic, but try to get a piece of property, try to 
rent a station today other than from an oil company. You can’t. 

They are paying outrageous prices, they are paying ridiculous prices 
for stations to keep the individual from renting that station. 

They will rent a station and pay $500 a month for the station, and 
they will take from the dealer, knowing downright well that that 
station is not worth $500, they will take from a dealer $50 a month 
and take the loss themselves. 

Now, you tell me what small man can turn around and give a land- 
owner that kind of a profit on something that isn’t worth it. He 
can’t. He can’t compete. And that is forcing the privately owned 
stations out. 

Now, the more company stations you get, the more powerful they get 
in the retail market. I don’t know, I could be wrong, but to me, I 
think that is definitely unfair. 

I think that is going toward grounds of monopoly, because, in time, 
if you don’t have too many privately owned places, why, then the oil 
companies, it is only the oil companies the people have to deal with. 
They are refining the gas and they are selling it to the public. 

And when they get enough—why, Atlantic doesn’t have 1 single 
station in the Hudson County area or in North Bergen, even more 
than that, in 3 or 4 counties around here. My husband went to a 
meeting, and every Atlantic station is a company station. 

Now, after all, I don’t think that it is fair. I am not even talking 
for myself now, I am talking for the people who do own their property, 
like Mrs. Beehler. How can she fight a company station? She can’t. 
because that company man says to the company, “Look, if I don’t get 
more subsistence, I am going to file bankruptcy and close up.” 

The company doesn’t want their stations closed. They figure that 
they would just as soon operate that station with no rent coming in. 
I have seen it happen. I have seen it happen with me in the Atlantic 
station where I told them that I just can’t pay rent any more, I am 
finished, I am fed up, and that if it keeps on I am not going to sell any 
gas out of the station, and when the order runs out I am not buying 
any more. So they put us on a commission basis. 

Now, if there were a private individual around me, how could he 
compete with me? Here I am operating with no rent and no elec- 
tricity, because I am on a commission basis, and he still has to pay the 
Government taxes on his property, which are high because it is 
business property. 

So what happens? As I said before, he has to sell out. And who 
buys him out? The company. 

No other individual can come along and buy him out because the 
man isn’t a complete imbecile. The company might offer him a cer- 
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tain figure, so the individual comes along and says, “Yes, I can meet 
that figure.” The company doubles the figure. 

So who would you sell to? Whether you wanted to or not, you 
are going to take a loss. 

Now, along the lines that some of the men in Belleville are putting 
stickers in their windows 

Senator Humenrey. What do you mean by that? 

Mrs. Horrman. They are putting these square-deal stickers, or 
something, in the window. They were hoping that that would help 
them, and they came to one of the meetings that we ladies held. I 
wasn’t for it, and I think I tried to make it clear at the meeting, and 
the reason I am not for it is this: 

You can’t make or request the public—and they are not going to 
do it—to go in and go where there is a sticker, because I sold sewing 

machines a long time, and two guys in Harrison were cutting our 
throat left and Tight, and no matter what you told them, I stood in 
Kresge’s and said, “Kresge has got a name, Kresge will live up to the 
service.” The answer was, “So what? If the machine breaks, I 
don’t want it.” 

So then they will say, “Well, I will go and buy some other type of 
gas.” Or, “If the man sells me water in the gas, I will report him to 
the authorities.” 

They are still saving a couple of pennies. Everybody today is 
looking for savings. Cost of living is high, and it is not easy for 
anyone, not only us, to get along, but other people have their prob- 
lems, too. 

So they are going to go where they are going to buy it a little bit 
cheaper. My own uncle said to me, “For crying out loud, you are 
charging me outrageous prices. I could go down the block and buy 
the gas cheaper.” 

So I said, “You had better go,” because I don’t blame him. Prob- 
ably, if I wasn’t in the gas business, I would go to that station, too. 

I mean, let’s face it, why throw your money away? We work hard 
for it. So I don’t think that that will solve the problem. 

I think the problem has to be solved more along the lines that New 
York solved their problem with their liquor, where ev erybody was 
cutting the price on liquor and stuff, now all of a sudden they can’t 
do it any more. 

Everybody is making a living. The liquor companies aren’t com- 
plaining. I don’t hear the public complaining. 

Of course, I am not a lawyer and I don’t know that much about law. 
We were with the Justice Department yesterday to try to find out. 
We don’t want to request the wrong things. 

We asked them were we looking for things that weren’t fair, were 
we expecting unfair legislation or laws, and they said, well, under the 
circumstances they are not permitted to make suggestions or state- 
ments. They are there to receive our testimony and the things we 
have. 

But we sort of got a little impression, they didn’t accuse us or state 
that we were asking for unfair things, so we felt that that was a bit 
on our side, so we thought that if we could come here and kind of put 
across what was on our minds, it would kind of be a help to us. At 
least, we would feel we got it off our chest, or something; I don’t 
know. 
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It is one of these things where you go to the meeting, and everybody 
at the meeting has something to say and they are all complaining. 
But try to get one of them to open up where somebody is going to know 
what they are saying, and they ym afraid. 

Well, 1 guess I should be. I don’t know if my husband is happy 
about this or not, but I think he knows better than to say to me, 
“Don’t do something,” because when I am mad, I am mad.” 

Senator Humpurey. I understand that statement very well. That 
is absolutely clear. 

Mrs. HorrmaNn. Well, this is it. I mean, I feel that we made a 
living long before we got into the gas business. My husband worked 
for Ford Motor Car Co., and we had more money and lived better 
than we do today. We tried to save then, and we took what we 
saved and invested it in the gasoline station. 

And for the past 2 years we have lost and lost and lost. Now, I am 
sure that no major oil company would operate at a loss. When they 
have an investment, they want a profit on their investment, but they 
don’t care what happens to the small man they put in. 

We tried to get a Sunoco station before we went into the Texas 
Co. This is back in—well, we were in negotiations in April and 
May, and the Sunoco people told me that we had to have $6,000. 

This is a new station on Henderson Street in Jersey City, down 
toward the tunnel. The driveways weren’t in yet, and I spoke to 
the man over the phone, and he said, “Mrs. Hoffman, the necessary 
investment will be $6,000.” 

I said, “46,000 for a gas station that isn’t even open?” 

He says, “That’s right.” 

“What is the rent 2” 

“$500 a month.” 

I said, “What do you expect this station to pump ¢” 

He said, “We estimate it for 100,000 gallons.” 

I said “100,000 gallons? There is an Esso station across the street. 
My uncle is a per sonal friend of the owner, and if it wasn’t that he 
had enough friends in the neighborhood and people to have boosted 
him, that man would have been out of business 2 months after he 
opened, and you think you are going to pump 100,000 gallons across 
the street from him ?” 

So I said, “Where is this $6,000 to go?” 

“Two thousand dollars the company is going to keep in standing as 
collateral.” 

I said, “Oh, that is how you build your new stations.” I said, “I 
would like to be able to collect $2,000 from every dealer I have, I 
would be able to build $30,000 stations, too, where they are not even 
needed. That’s a darn good business.” 

So I said, “And what ‘happens to the other “$4,000?” 

“Well, the other $4,000, you need gasoline, you need oil.” 

I said, “Well, wait a minute, it doesn’t take $4,000 to buy gasoline 
and oil.” 

He said, “Well, there is equipment.” 

I said, “We have some equipment, and it doesn’t even take $1,000 
for the necessary equipment,’ * because, you know, these gas companies, 
when you rent their stations, they don’t want to tolerate repair work. 

66238—55—pt. 2-4 
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You are just supposed to sell gas, oil and do grease work, and they 
kick about anything else, most of them do. 

Now, you are not going to need $1,000 even for equipment. So he 
said, “Well, your equipment wouldn’t be good. The company has 
to put it in, it has to be company equipment.” 

I says, “Oh, in other words, you are going to tell me what I have to 
put in that station, is that it?” I said, “Well, I don’t know, it sounds 
too put up like a dictator,” and I hung up. 

Well, a couple of days later he called back and he asked my hus- 
band would he go out to the office and discuss it, so my husband went 
out to the Sunoco office, and they offered to send him to school and 
to pay him $80 a week or something to that effect, it broke down to 
approximately $80 a week, to go to this school until they lined up 
another station which we could afford. 

And we told them we had money. We haven't, but that’s beside the 
point. They don’t know. We couldn’t get a station if they thought 
you had no money; that’s the truth. 

So we wrote out a form and told them we were worth $8,000. They 
ate it up. They thought that was terrific. They believed it. They 
said they investigated | it. That’s a joke. 

So just at that time this particular Texas Co. came up. The man 
went bankrupt. He had left someone to run the station and they did 
a very poor job of it. 

They contacted my husband. They knew we were interested be- 

cause my father-in-law was with the Texaco Co., and we went in with- 
out a single penny. 

We were permitted to take the grease guns that—at one time 1 
or 2 of them had broken on my father-in-law and he was going to 
throw them out—and my husband took them and did whatever work 
he could on them. He wrote to the companies for parts and we 
repaired these grease guns and had them in our cellar aes we lived. 

The Texaco Co. permitted us to use those grease guns in our sta- 
tion, which I think was downright decent of them, because Sunoco 
wasn’t interested in anything. You had to have everything of theirs. 

So Sunoco called us again and said, “Texaco is doing that? All 
right, you only need $4,000.” 

I said, “Well, what happens to the $4,000?” 

Two thousand they are still going to hold. TI said, “I don’t want 
to give you $2,000 of my money. Why should I give you $2,000 of 
my money to operate on? It’s not right.” 

So we did away with them. Now, since we are with the Texas Co., 
we have a Tydol station nearby 

Senator Humrnurey. Can you complete your testimony ? 

Mrs. Horrman. Yes, this is the end. 

Senator Humpurey. It has been very helpful and very enjoyable, 
but we have got so many witnesses. 

Mrs. Horrman. I see. Well, this is the end. 

This is to substantiate that more than one company is asking what 
Sunoco is, that is why I brought that up. 

This Texaco Co. man was a driver for the truck, and he mentioned 
to us offhand that to get a Tydol station you have to put $500 up, 
and if you leave that “Tydol station within 1 year, in other words, 
even if you sell out to someone else or you go out of business, for any 
reason if you don’t stay there a year, you lose the $500. 
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Now, I don’t think that is fair either, because if you are not going 
to get enough profit on the gas, you are not going out because you 
want to. So you not only have to take a loss on going bankrupt, you 
have to lose that $500 you gave the company, too. 

So who is getting it? Only the company, no matter how you look 
at it. 

I guess that’s it, then. 

Senator Humpurey. You have been, may I say, a very informative 
witness. Mrs. Beehler, I think your suggestion was a very good one. 

Now we are going to have to move along. You will forgive us for 
not taking time to ask you some other questions, but you have given 
us a good deal of information. 

I want to caution all witnesses that when you mention other com- 
panies and practices, why, be sure of your facts. 

Mrs. Horrman. I am sure. 

Senator Humpurey. I am sure you are. You understand this busi- 
ness, may I say, in very great detail, and it is perfectly obvious from 
your testimony. 

But I think it is only fair for me to say that, since this a public 
hearing, companies are being mentioned, for the purpose of this hear- 
ing if you do damage to anyone, I want to be sure that the facts are 
sound. Nobody is under oath. Therefore, we rely on the people’s 
personal integrity, and their personal reporting of the facts. I want 
you to understand this is no reflection on your testimony at all, because 
you apparently understand your facts very, very well. Thank you 
very much. 

The next witness will be Mr. Wilbur Whitaker. 

Mr. Whitaker, we are very happy to have you here. Would you 
give your full name and address and your affiliation, your business 
affiliation, to the reporter. 


STATEMENT OF WILBUR WHITAKER, BARRINGTON, N. J. 


Mr. Wuiraker. My name is Wilbur Whitaker, Barrington, N. J. 
I have an Atlantic station in Haddon Heights. 

Senator Humpnrey. How many years have you been in the service 
station business, Mr. Whitaker ? 

Mr. Wurraker. I worked for the Atlantic Refining Co. for 12 years 
as manager of the largest station they had in south Jersey at that time, 
and I have had an Atlantic station myself, a lease station, for over 15 
years, 

Senator Humpurey. So it is 25 years? 

Mr. Wuiraker. It is over 25 years; yes. 

Senator Humpurey. Do you own your station or do you lease it 
from your supplier ? 

Mr. Wurraker. No; I lease it from them. 

Senator Humpnurey. You lease it from Atlantic? 

Mr. Waurraker. That’s right. 

Senator Humpnrey. The Atlantic Co. is your main and sole sup- 
plier ? 

Mr. Wurraxker. That’s right. 

Senator HumPurey. May I say, if I ask questions that you feel 
you are not at liberty to answer, you will just so indicate, since we are 
in a rather informal situation here. 
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What is your current take-home pay from the operation of your 
service station, Mr. Whitaker? 

Mr. Wurraker. Well, for the last year it hasn’t been much. In 
fact, I have borrowed on previous investments and put back in the 
station in the last year to keep it operating. 

Senator Humpnrey. Has your net income been going down this 
past year ? 

Mr. Wuiraker. Oh, yes. Some weeks I come out in the hole, a lot 
of weeks, to keep it operating. 

Senator Humpnrey. Give me an indication here of what you think 
the outlook is. Is this just a seasonal problem that you are up against 

Mr. Wurraker. No; I don’t think so. Well, from my own view- 
point, there has been so much maneuvering of prices within the com- 
sanies themselves the last month, that, if it is left to go the way it 
is, I don’t think any of us will be in business. 

Senator Humpnrey. What do you mean by that statement, Mr. 
Whitaker ? 

Mr. Wuiraker. Well, 3 weeks ago, about 3 or 4 weeks ago, I was 
‘alled in to the office and they ripped me up and down for not reducing 
my price. I wouldn’t come down with it. I was trying to make out 
and pay my help. I knew if I came down, I couldn’t even do as good 
as I was, so they told me to go back there and reduce my price. 

They told me what price to post, and I did. One week later they 
boosted the prices up to us 1 cent. 

Monday a week ago, there was a meeting of this gasoline association 
in south Jersey, and the boys all decided to go up last Thursday. <A lot 
of them did; a good percentage of them did. But Friday night the 
gasoline companies reduced the price a cent and a half to us. 

It looks to me as though they are just trying to keep things going 
the way they are. That is the way they want it. 

Senator Humpurey. Mr. Whitaker, I have in my hands here a 
photostatic copy of a memorandum dated September 20, 1955, ad- 
dressed to you, Wilbur Whitaker, Haddon Heights, N. J. Are you 
familiar with this photostatic copy ¢ 

Mr. Wuitaker. Yes, sir. 

Senator Humpurey. Do you have a copy of it with you? 

Mr. Wurraxer. No; I haven’t. 

Senator Humpnrey. ‘This memorandum is signed by one Mr. George 
KE. Kramer. Who is Mr. Kramer? 

Mr. Wuiraker. He is probably the supervisor of south Jersey, su- 
pervisor of sales. 

Senator Humpurey. Of Atlantic? 

Mr. Wuiraker. Yes, in south Jersey. 

Senator Humpurey. Mr. Whitaker, I would like to submit this 
photostatic copy to you for your observation. I would like to have 
you tell me whether or not this looks like a reasonable facsimile or pho- 
tostat of the original, and whether it is an accurate photostat of the 
original. 

Mr. Wuriraxer. That is; yes, sir. 

Senator Humpurey. You are familiar with that? 

Mr. Wuiraker. Yes, sir. 

Senator Humpurey. You have read it before? 

Mr. Wuiraxer. | have. 

Senator Humpurey. Would you read this into the record ? 
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Mr. Wurraker (reading) : 


September 20, 1955 

PNJ :-GEK. 

Wilbur Whitaker. 

Haddon Heights, N. J 
MEMORANDUM FOR FILE 


On September 16, at the Bellmawr office, the writer and Andy Wright spent 
some 2 hours discussing with Mr. Whitaker the problems that are concerning him 
at his gas station. 

Mr. Whitaker had been posting a price of 26.9, which had a very definite 
tendency to cut his gallonage. It was also called to his attention that this 
gallonage was not only dropping off in the last few weeks or months, but had been 
dropping off for the past few years. It was explained to him that this condition 
was costing both the Atlantic Refining Co. and the dealer profits and we expected 
a change in his method of doing business. 

Mr. Eshbach also spent some 10 minutes discussing the matter and it was 
finally decided that, immediately upon Mr. Whitaker returning to his station, 
he would put into effect the following ideas: 

1. Get in line, from a price standpoint, gasolinewise, with posted prices not 
exceeding 23.9 and 26.9. 

2. As soon as proper shelving was installed, he was to purchase the Christmas 
package and attempt to supplement his income to expanding this type of busi- 
ness. This was not to be used exclusively as a Christmas program, but was to be 
kept in force during the entire 12 months, with the proper change in seasonal 
merchandise. 

3. A meeting was to be called of his employees and they were to be informed 
that, in the future, they were going to do less griping about conditions and the 
gasoline price situation and do more selling. In other words, take a more posi- 
tive attitude toward everything pertaining to the station, 

4. A new method of paying the employees was to be put into effect. An 
incentive program, an outline of which was given Mr. Whitaker, was to be 
developed between Mr. Whitaker and Mr. Wright and, if possible, a reduction 
made in the weekly salary of all concerned. 

Senator Humpurey. What was that? 

Mr. Wuiraker (reading) : 

* * * and, if possible, a reduction made in the weekly salary of all concerned. 
However, this was to be supplemented with a commission program that would 
make it possible for each man to earn the same amount of money he is now earn- 
ing if the same amount of merchandise were sold, but could increase their 
earnings if the extra effort we hoped they would put into the program resulted 
in additional sales, 

Thirty days after this program was being used, the writer, the salesman, 
and Mr. Whitaker will again get together to see what progress has been made 
and make whatever changes are necessary to improve the original setup. 


GeorGE E. KRAMER. 
Ce: Mr. G. E. Eshbach. 


Mr. P. 8S. Quick. 
Mr. A. M. Wright. 
Senator Humpnrey. Mr. Whitaker, am I to understand that you 
lease this station ? 
Mr. Wuiraker. I do; yes. 
Senator Humpnrey. When you are in the position of leasing the 
station, are you of the opinion that you are the manager of the station? 
Mr. Wurraker. That’s right. 
Senator Humpurey. For all practical purposes, you have proprie- 
tary rights there; is that correct? 
Mr. Wuriraker. That’s right. 
Senator Humpurey. Is the company supposed to be able to tell you 
how to run your station ? 
Mr. Wuiraxer. From what I always understood, they were not; 
no, but they evidently are. They are. 
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Senator Humpnurey. What would have happened if you had said 
that you didn’t go for this? 

Mr. Wurraker. Well, I guess they would just kick me out. 

Senator Humpurey. How could they kick you out? 

Mr. Wuiraxer. Well, they can do that anytime they want. 

Senator Humpurey. Is that in your lease? 

Mr. Wurraxer. I believe it iS; yes. 

Senator Humpnrey. What is this Christmas-package deal ¢ 

Mr. Wurraxker. This is a deal, they are dealing w ith Goodyear. It 
includes vacuum cleaners, toasters, irons. 

Senator Humpnrey. You run a filling station, don’t vou? 

Mr. Wurraxker. All kinds of electrical appliances. 

Senator Humpnrey. You run a filling station / 

Mr. Wuritaxer. That’s right. That is what I am supposed to sell 
now, to make up the gas loss. 

Senator Humpurey. You are supposed to sell electrical appliances 4 

Mr. Wurraker. That’s right. 

Senator Humpnrey. Is the Atlantic Co. a supplier of electrical 
appliances? 

Mr. Wuriraker. Goodyear is a supplier through Atlantic. 

Senator Humpurey. What does the Atlantic Co. have to do with 
the distribution on those items? 

Mr. Wurraxkrr. The Atlantic has a distributor, maybe, in every sec- 
tion. Mine happens to be in Glassboro, and I buy through him my 
accessories and batteries, tires, and these electrical appliane es, every- 
thing Goodyear handles. 

Senator Humpnrey. Are you required to buy through that one 
distributor ? 

Mr. Wuiraker. I had better; that’s the only way I can put it. 

Senator Humpurry. What do you mean by that, Mr. Whitaker ? 

Mr. Wuiraker. Well, they come around and tell you you don’t have 
to, but they keep pushing this stuff on you all the time. You can see 
by the letter what they said about the deal. I am supposed to buy. 

Senator Humpurey. What if you were just one of these good ob- 
streperous souls, and decided you didn’t want to? 

Mr. Wurraker. I don’t know. 

Senator Humpnurey. What do you think of that? 

Mr. Wurraker. They have you in a position where you are afraid 
not to. 

Senator Humpurey. Why are you afraid not to? 

Mr. Wuiraker. Well, you don’t want to lose what you have got 
after being in 25 years. I can’t go out and get a job tomorrow morn- 
ing. 

Senator Humpnurey. You mean, in other words, they could cancel 
out your lease ? 

Mr. Wuiraker. That’s right. 

Senator Humpnrey. Do they have the legal right to cancel out your 
lease, under your lease terms ? 

Mr. Wuiraker. I guess they are big enough to do anything. 

Senator Humpnrey. Sometimes you w ould be surprised. 

What legal right do they have? 

Mr, Wurrtaker. I don’t know. I don’t know anything about laws. 
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Senator Humpurey. We have to know something about laws, Mr. 
Whitaker. You are a businessman. What I want to know is, what 
right under law or under terms of contract, which a lease is, would 
the Atlantic Co. have to discipline you in some way. 

Mr. Wuiraker. Well, they don’t have any, as far as I know. 

Senator Humpnrey. Well, then, why do you comply with their sug- 
gestions? There must be a good reason. 

Mr. Wuiraker. Well, maybe it is fear; I don't know. 

Senator Humpurey. You have been in the business a long time, Mr. 
Whitaker. 

Mr. Wurraker. Yes, sir. 

Senator Humpnrey. You are an experienced man, and I surely re- 
spect your judgment and I deeply respect your long experience. 

Do you have reason to believe if you did not comply with these 
suggestions, for example the Christmas package idea—I don’t know, 
maybe it is a good idea to stimulate your sales and increase your in- 
come; it is obviously a good idea if it does—but let’s say you can get 
a better deal on some of these appliances someplace else, that you 
didn’t use the so-called Christmas package formula. Do you have 
any reason to believe that if you went out on the open market and 
shopped around for these appliances, that you would suffer any kind 
of economic discipline from the Atlantic Co. ? 

Mr. Wuiraker. Yes; I do. 


Senator Humpurey. Have you had any experience that would so 
indicate ? 

Mr. Wuiraker. Well, I have never gone against them yet. 

Senator Humpnrey. You hesitate to try / 

Mr. Wuiraxer. I hesitate to try. 

There are a lot of others in the same boat. 

Senator Humpnrry. I can appreciate, sir, that a man who has put 
as much time as you have into this business and who feels he would 
like to go out and start up a new life, so to speak, in another activity, 
would have some reluctance. 

But it seems to be a squeeze that is causing you great difficulty. 
Don’t you think it might be well for some of the consultants you 
have—you are a member of an association, aren’t you / 

Mr. Wuiraker. Yes. 

Senator Humpurey. Legal consultants in the association to find out 
whether or not they have any point, any law to tell you to do whatever 
they think you ought to do for the purposes of experience. 

Mr. Wuiraker. Yes; I do. 

Senator Humpnrey. What isthe term of your lease, sir / 

Mr. Wuirtaker. I havea 3-vear lease. It is the first time I ever had 
a 3-year lease. It has always been 1 year. 

Senator Humpurey. It has always been 1 year? 

Mr. Wuiraker. Just about a year ago they gave me this 3-year 
lease. 

Senator Humpurey. Has it been 1 year at your request ? 

Mr. Wuiraker. No; it has always been theirs, not mine. 

Senator Humpnrey. At their request ? 

Mr. Wuiraker. That’s right. And the 3-year wasn’t mine, either. 
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Senator Humpnrey. Some Atlantic dealer here might have a copy 
of the lease. I see Mrs. Hoffman has one. 

Mrs. Horrman. Yes, sir. 

Mrs. Breener. She has other records to prove what Mr. Whitaker 
is saying. She just sent a note up to Mr. Jehle on that. I wonder if 
that would be out of order to submit that at this point. 

Senator Humpnerey. I will get that later. 

In your lease that you signed, there must be, obviously, an escape 
clause for either you or the company. 

Mr. Wuriraker. There is that; a very big one. 

Senator Humpnurey. And does that clause leave you to believe that 
if you did not comply with company suggestions and directions, that 
the lease could be abridged ? 

Mr. Wuiraker. Yes, sir. 

Senator Humenrey. You had a question, Mr. Jehle? 

Mr. Jente. Yes. One question on the contract, Mr. Whitaker. 

You have one of the so-called new 3-year leases with the Atlantic Co. 
Is there a cancellation provision in your lease ? 

Mr. Wuiraker. I can’t say offhand. 

Mr. Jeune. Are you not familiar with that provision ? 

Mr. Wuiraker. No. 

Mr. Jenie. When you signed the lease, were you informed upon 
what conditions the lease could be canceled or terminated ? 

Mr. Wurraker. No; I wasn’t told anything at all. 

Mr. Jeune. So, as far as you know, there is no 30-day cancellation 
clause ? 

Mr. Wurraker. I believe there is, but I am not sure. 

Mr. JeHie. You know, as a practical matter, in the light of your 
25 years’ experience in the petroleum industry, that a supplier who 
wishes to get rid of a particular dealer may do so within the limits of 
the contract. So far as you know, no supplier has any particular 
difficulty in terminating the lease of any obstreperous dealer ? 

Mr. Wuiraker. Yes. 

Mr. JeHLE. I have several other questions. 

Senater Humenrey. Go right ahead, Mr. Jehle. 

Mr. Jenie. Let’s go back to September 20, 1955. You said earlier 
in your remarks that certain representatives of the Atlantic Oil Co. 
gave you a great deal of trouble that day. Where did that trouble take 
place? 

Mr. Wuiraker. At the Bellmawr office. 

Mr. Jenze. In the Bellmawr office ? 

Mr. Wurraker. They havea south Jersey office in Bellmawr. 

Mr. Jeu we. Is that B-e-]l-m-a-r? 

Mr. Wuiraker. No; B-e-]-l-m-a-w-r. It is over on Black Horse 
Pike. 

Mr. Jenie. Why did you happen to be in the Ballmawr office that 
afternoon / 

Mr. Wuiraker. I was called in there. I was taken over there by 
a salesman. 

Mr. Jentr. And the name of the salesman ? 

Mr. Wurraker. Wright. 

Mr. Jente. Mr. Wright. Had Mr. Wright discussed any of these 
matters, the Christmas package, before that time, Mr. Whitaker ? 

Mr. Wuiraker. They were mentioned to me; yes. 





3e 


it 


se 


na a A tnd Pie 


nae! Vira RR 


Se i at SR le SN REIIGRE 


es 


Ni nicer zanna 


GASOLINE PRICE WAR IN NEW JERSEY 117 


Mr. JEHLE. They were mentioned to you. 

And on the day you went over to Bellmawr, September 20 of this 
year, your posted pump price was what / 

Mr. Wurraker. 26.9 and 29.9. 

Mr. JEHLE. 26.9 and 29.94 

Mr. Wuitaker. That’s right. 

Mr. Jeune. Tell us exactly what happened in the office that after- 
noon with Mr. Wright. And who else was present, sir / 

Mr. Wurraker. There was Kramer and Wright, and then Eshbach 
‘ame in, and he let me have it good. 

Well, all these things in the letter were suggested and told me. Also, 
he wanted me to go back and fire the men I had in there, and start 
over. He says, “Get rid of them, and start over again. Get some 
cheaper help.” 

Mr. Jenue. Is there any provision in your lease which gives the 
Atlantic Oil Co. the right to hire and fire your employees ‘ 

Mr. Wurraker. No; there is not. 

Mr. Jeux. Is there any provision in your lease which gives the 
Atlantic Oil Co. the right to set your posted pump price / 

Mr. Wuiraxer. No, there isn’t. 

Mr. Jrene. Is there any provision in your contract which permits 
the Atlantic Oil Co. to specify the types of products which you will 
sell in your station ¢ 

Mr. Wuiraker. No. 

Mr. Jeuie. Anything in your contract dealing with the so-called 
Christmas package ¢ 

Mr. Wuiraker. No. 

Mr. Jeute. To get back to the question of your posted pump prices, 

san you tell us what Mr. Wright, Mr. Kramer, and the other gentle- 
man, said to you about your posted pump prices that afternoon 4 

Mr. Wuiraker. W ell, they told me, “We are not allowed to tell 
you what to post.” 

Mr. JEHLE. Excuse me, sir? 

Mr.Wuiraker. They told me that they were nal allowed to tell me 
what to post. 

I said, “Look, I am dumb; I don’t know. This thing is so balled 
up, I don’t even know what to post any more, there are so many differ- 
ent prices around.” I said, “What do you suggest ¢” 

So they told me. They wanted me to put 23 in there. 

Mr. Jente. Why were those particular prices suggested ¥ 

Mr. Wuitaker. Well, I don’t know. There was 21.9, 22.9, there 
were all prices all up above me. As late as yesterday ov noon 
Kramer came in and made me drop another cent yesterday. He said, 
“T am not allowed to tell you what to put, but you better put down 
99 “ ” 

I says, “O. K.” I changed it again. 

Mr. JeH.e. Was the price changed yesterday of your free will? 

Mr. Wurraker. No, not mine. 

Mr. Jenue. Was the price change of September 20 voluntarily 
made? 

Mr. Wuiraker. No; it wasn’t. 

Mr. JEHLE. Did you accept the Christmas package voluntarily ? 

Mr. Wurraker. Not yet. A salesman started to talk to me last 
Friday morning about them when I had some customers in, and I 
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didn’t finish up with him. TI haven’t seen him since, but he will be 
in. 

Mr. Jeune. Did you reduce the salaries of your employees? 

Mr. Wuiraker. No; I didn’t. I started this program, and it is 
working out just about the same. I told them I wouldn’t reduce the 
salaries. They wanted me to reduce them, or get rid of them. I 
said I wouldn’t do either. 

Mr. JenLe. How long have your employees been with you, Mr. 
Whitaker? 

Mr. Wuriraker. One man has been there since, I believe, about 
1944, I will say 11 years; and another one has been there about the 
same time, maybe a little longer, about 12 years. 

Senator Humpurey. And they wanted you to fire these people? 

Mr. Wuitaker. They wanted me to fire them, and I have my own 
boy I just took in out of the Army in February, to try to bring him 
into the business, after coaching him in it quite a few years. He is 
the other one. I had 9 men working for me not too long ago, and 
today I am down to 3, just on account of these price wars. 

Mr. JeHLe. How did the other men happen to leave? 

Mr. Wurraxker. I beg your pardon? 

Mr. Jente. Did the Atlantic Oil Co. suggest that some of the other 
nine be dismissed ? 

Mr. Wuiraxker. No; they didn’t. I had to leave them go for busi- 
ness reasons. 

Senator Humpurey. In other words, you have had periods of time 
where you pumped a lot of gallons? 

Mr. Wuiraker. Oh, yes. I used to be open 24 hoursa day. The last 
6 or 7 years, I guess, I haven’t been; I have closed up at night. 

Mr. Jente. Mr. Whitaker, you are somewhat familiar with the anti- 
trust laws, perhaps with the Sherman Act, section 1, which, among 
other things, prohibits the fixing of prices between seller and pur- 
chaser. 

You answered in reply to a question from Senator Humphrey that 
you are an independent dealer, you are an independent. contractor, 
from the legal standpoint. You are pretty much familiar with those 
facts; are you not, sir? 

Mr. Wairtaxer. I am, a little bit. 

Mr. Jente. Did you think you were doing anything wrong when 
you agreed to post the prices suggested to you by the Atlantic Oil Co. ? 

Mr. Wurraker. No. 

Mr. Jentr. Did you think that the Atlantic Oil Co. was being un- 
fair to you in its manner of suggesting your prices ? 

Mr. Wuiraker. I do; yes. 

Mr. Jente. If the Atlantic Oil Co. comes in tomorrow and suggests 
that. you change your posted prices, will you do so? 

Mr. Wuiraxer. I suppose I will. 

Mr. Jente. Do you know of other Atlantic dealers who have had 
their pump prices suggested by the company ? 

Mr. Wurraker. I don’t know offhand. I wouldn’t say that; no. 

Mr. Jentr. How are you doing on your Christmas package, by the 
way, Mr. Whitaker? 

Mr. Wuiraker. I haven’t got it yet, so I don’t know. 

Mr. Jeux. Incidentally, do you carry a full line of TBA mer- 
chandise supplied by the Atlantic Co. ? 

Mr. Waurraker. That’s right; yes, sir. 
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Mr. Jenve. Where do you find room in your station for the 
Christmas package line? 

Mr. Wuiraxer. There isn’t right now, so I don’t know. 

Mr. Jeuie. Were shelves installed in your station ¢ 

Mr. Wurraxer. They were. They were put in there for the pur- 
pose of buying more merchandise. 

Mr. Jente. Did you request that those shelves be installed ? 

Mr. Wuiraker. No; I didn't. 

Mr. Jeune. Did you object when the men came out and installed 
them ? 

Mr. Wuiraker. No; I didn’t object. 

Mr. Jente. Have supplies of the Christmas packages been delivered 
to you yet? 

Mr. Wurraker. No. 

Mr. Jeune. You don’t have any percolators or toasters on the 
shelves ? 

Mr. Wuiraker. No. 

Mr. Jenie. That is all. 

Senator Humrnrey. Mr. Whitaker, to bring your testimony to a 
conclusion here, it would be very helpful to this subcommittee if we 
were able to get a copy of your lease. 

Mr. Wuiraker. I have the lease. 

Senator Humenrey. Would you be able to supply us with a photo- 
static copy or an accurate copy of your lease with the Atlantic Co.? 

Mr. Wuiraker. I think so; yes. 

(The document referred to was subsequently furnished and appears 
as Appendix IV, at p. 198.) 

Senator Humpnery. Finally, I want to commend you for being will- 
ing to come before the committee. 

I want to make it quite clear to the people who come before this 
committee to testify in an open public hearing, that they are doing 
a public service and there should be no recriminations; and, if there 
are any, why, the committee and its staff and other departments of 
Government will look into it. 

Mr. Wuiraker. Yes, sir. 

Senator Humpnrey. So you can feel perfectly free, any of you, to 
testify and talk frankly and openly, because I am still of the opinion 
that the Government of the United States is a little bit bigger than 
some people who would like to be bigger. You have done us a great 
service. We thank you, and I just say this for the rest of our wit- 
nesses. 

Thank you very much. 

Mr. Wurraxker. Thank you. 

Senator Humpurey. Mr. Rene Vialle. 

Mr. Vialle, you understand the procedure. Will you give your 
full name? 


STATEMENT OF RENE VIALLE, ORANGE, N. J. 


Mr. Vratir. My name is Rene Vialle. 

Senator Humpurey. Your address? 

Mr. Vraute. 5397 Oaks Road, Orange, N. J. 

Senator Humpnrey. Is that the location of your service station ? 

Mr. Vratie. No, sir. I have a service station at 1237 Broad Street, 
Newark, and another one at 65 West Market Street, Newark. 
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Senator Humpurey. Do you own your own station, or do you lease 
it? 

Mr. Viatte. I lease both of them. 

Senator Humpurey. You lease both of them. 

Mr. Viatie. Yes, sir. 

Senator Humpeurey. Who is your supplier? 

Mr. V1auue. Esso. 

Senator Humpnrey. Do you have a lease contract ¢ 

Mr. Viauue. Yes, sir; I have. 

Senator Humpenrey. What is the length and the term of your lease ? 

Mr. Vratie. One year, on both locations. 

Senator Humepnrey. Did you request a 1-year lease? 

Mr. Viaie. No, sir. 

Senator Humpurey. Did you request a longer term lease / 

Mr. VIALLE. No, sir. 

Senator Humpurey. How did you get a 1-year lease / 

Mr. ViAuie. Because I have been an Esso dealer since 1936. I 
have found out there are so many things to argue about, so I might 
as well just drop. I am accepting a 1-year ‘lease as a matter of 
habit, you might say, although I don’t believe in it. I had a very 
bad experience on account of a 1-year lease. 

Senator Humenrey. The pr esent lease is for 1 year / 

Mr. Viatze. That’s right; yes, sir. 

Senator Humpnrey. Do you have a cancellation clause in your 
lease ? 

Mr. Viaute. Yes, I believe there is a cancellation clause in it. There 
is. 

Senator Humpnrey. For either party? 

Mr. Viauie. That’s right; yes, sir. 

Senator Humpurey. Would you be willing to divulge to this com- 
mittee what your current take-home pay from the operation of your 
service station is? 

Mr. Vratie. My income last year was $4,000, sir. 

Senator Humpnrey. From 1 or 2 stations? 

Mr. Viatie. One and a half stations. I had the other station only 
a half a year. 

Senator Humpurey. Only a half a year? 

Mr. Viale. Yes, sir. 

Senator Humpurey. What has been your personal experience dur- 
ing the current gasoline-price war, as to its effect. upon your business, 
your net profit and your sales? 

Mr. Viate. Well, sir, I found out that my sales have always kept 
up because I think I consider myself an excellent dealer, and I think 
Esso recognizes me as such. And I found out that the amount of sales 
have nothing to do with your net income under those conditions. 

I believe that the effici iency of the dealer has nothing to do with 
the net income of the business, because there are too many things 
involved in the business under the name of free competition—which 
is a lie—that are existing in New Jersey today. There is no such 
thing as free competition in the gas business today, at the retail 
level. 

Senator Humpurey. You say there is no such thing as free compe- 
tition in the gasoline business ? 
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Mr. Viatie. Not for my money, not for my understanding of free 
competition as fair competition, as Father Smith explained it today 
and as you did yesterday. 

We have jungle warfare here. We do not have free competition. 
And I can explain why; and I will be glad to tell you that I am getting 
out of the gas business 

I am m: aking negotiations now to accept a job with a firm, and I 
hope that it comes through very soon, because I am fed up. 

I started in 1930 as an employ ee of Standard Oil Co. I had excellent 
relations with them. In 1936 I became an Esso dealer, and I have 
been considered, as I said before, to be an excellent dealer. I have 
been told eas by people in the Esso Co. 

Now, I think that I have taken care of the public in an excellent 
manner, and [ think it is most important to recognize facts. I think 
that the public has been well served by me. I think I have been a 
vood boss. I have kept employees longer than many, many people. 

have had employees since 1939 that are still with me. So, if I am 
a good boss, I am a good dealer and I am taking care of the public in 
& proper way, rendering all services, I want to know this: Why do 
I have to make a change in my mode of living when I like it? I like 
the gas business and T am going to be lost ‘without it. And yet I 
am forced to make that move in self-defense. Now, there is some- 
thing wrong with that picture somewhere, and I don’t know all the 
answers, but I know what is wrong with it. 

Senator Humpnrey. What do you think is wrong with it? 

Mr. Vratie. Well, free enterprise, the claim of ‘the new: yapers In 
New Jersey to always fight for free enterprise, when I iaheve that 
the newspaper people in ‘New Jersey don’t know the meaning of free 
enterprise. 

And before this hearing is over, I wish you would, please, for the 
education of the people of New Jersey—both for the State of New 
Jersey and for the newspapers—you would explain again what free 
enterprise is, as you did yesterday. I think it should be repeated again. 
Free enterprise is not jungle warfare, like we have now. Do you mind 
if I keep going? 

Senator Humpurey. You keep going. That is what you are here 
for. 

Mr. Vratte. I am going to try to tell you how it happens that I am 
getting out of the gas business. In the last 4 years when price wars 

egan—and I am going to try to tell you this story from a worm’s- 
eye view of the whole business, because, since the dealer is at the 
bottom of the ladder, I am the worm, and that is the way it is looked 
at above. I operate a service station in Newark at 1237 Broad Street. 
I had three cases in my area that affected my business, that I think 
are typical of jungle warfare. 

The No. 1 case was that under competition I was undercut, my 
retail pre i was undercut by a newcomer in the area. He was within, 
I would say, 7 blocks from my station. He was under pricing me in 
such a way that I found it impossible to meet his competition. That 
is fine; under free enterprise he is free, he can post anything he wants 
and it is none of my business. But I found out later on that this 
man was not selling the brand of gas that was posted on the pump. 
He was selling unbranded pr oducts. 
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Well, that changes the whole picture, doesn’t it? Here I am pay- 
ing a high price for a good quality gas and trying to compete with a 
man who is selling an unbranded product. 

Senator Humpurey. Wait a minute. Is he selling an unbranded 
product under a brand name? 

Mr. Viatie. Under a brand name, out of a branded pump. 

Now, as I say, that was the beginning of jungle warfare in New 
Jersey, something that has never been recognized by the Governor 
and by many of the legislators in New Jersey, and that is why we 
need laws, because, as you said, we have to have rules in any type of 
game or any type of fight; and that is what we don’t have in New 
Jersey, because we have too many blind people who are controlling the 
gas dealer today. 

That was No. 1. This man was brought to the attention of the 
State of New J rad as selling unbranded gas through branded pumps. 
That was 4 years ago. I read in the paper recently “that he was fina ly 
brought up on the charges. In 4 years—look how many gas dealers 

can die within a year. That is slow justice, and slow justice is no 
justice, That was the first case. 

Senator Humrnrey. It took 4 years to get to this case ? 

Mr. Viattr. Apparently; 3 or 4 years. He started in the begin- 
ning of price wars, and he went for a very long time with those prac- 
tices. Now, as I said, that man was within 7 or 8 blocks from my 
station. 

Senator Humpurey. That is a violation of the State statute; is it 
not ¢ 

Mr. Viauie. It definitely is, but it doesn’t mean anything if there 
is no action taken, or if it is too slow. That is not justice. 

Now, that is the first case, No. 1. I was faced with that problem, 
one dealer using those jungle warfare methods on one side. 

Within one block from me there is a service station operating pie, 
which was always cutting me in price by at least 1 or 2 cents. It w 
almost impossible for me ‘to meet his compet ition, for the simple reason 
that my rental for the service station was based on a gallonage rental, 
which means this: If I cut my price I get less income, and if I cut my 
price and increase volume, I pay more rent. 

I can’t see of any sw eeter w ay todie. So I just let the fellow under- 
sell me for a period of maybe 1 or 2 years, I don’t know, and he under- 
sold me. ; 

‘hen, of course, I complained to my supplier. I said, “This isn’t 
fair; I mean that doesn’t work out. You tell me that I should be 
competitive, that is fine, but how can I be competitive under those 
conditions!” Well, they waved the flag of free enterprise and told 
me, “This is the American way, that is a wonderful way, free enter- 
prise, that is the way it is. There is nothing you can do about it.” 

So one day, being a hotheaded Frenchman from way back, I de- 
cided, well, Iet’s see “if there is such a thing as free enterprise. So I 
had been posting 25.9 for a long, long time, and he was posting 23.9, 
so I said this: Under free enterprise, “here is a man who is undersell- 
ing me. He is putting me slowly out of business, so let us use a real 
free- -enterprise way and let me undersell him for a change. I am 
going to put so much money on the side, and I am going to lose that 
much, either he dies first or I die first. That is free enterprise, isn’t 
it, the survival of the fittest. 
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So I put my price down to 21.9, underselling the man by 2 cents, 
and I thought I was doing great. My business increased, and, oh, boy, 
free enterprise is wonderful. I was doing fine. 

Well, within 3 weeks he met my price, and then I found out that 
his company went to the rescue of the poor dealer in distress who had 
been underselling me for 2 years, and they made him a commission 
agent, which meant that at my price he was guaranteed 4 cents profit. 

Now, being a little fellow, I was very proud to be fighting a big oil 
company, but that is not a fight. I am a retailer and I can’t be ex- 
pected to fight a big oil company. It is flattering, but it certainly 
dloesn’t pay. 

So I had to pull my horns in eventually and put the price up. So 
that is case No. 2. That is not free enterprise, is it? If any com- 
pany can 

Senator Humpurey. Let me ask you, did you bring this to the atten- 
tion of your supplier ¢ 

Mr. Vrauue. Oh, yes; I did. 

Senator Humpurey. What did your supplier say / 

Mr. Vratr. Well, they said that was general conditions in the State, 
that they had no control over it. All they did was eventually give me 
an allowance that met approximately the one that the dealer across 
the street was getting. But in the meantime you can imagine that I 
had lost all that money tasting free enterprise. 

You must admit that here I put some money aside to prove that free 
enterprise is a wonderful thing, and I just threw it down the drain. 
So that is No. 2. 

Now, that is not all. Approximately 12 blocks away from me, in 
another direction, there is a company-operated sti ation there by a 
major oil company. That major oil company—you know those so- 

called training stations, it may be a training station, I don’t know, but 
they have a great advantage over the dez ler. If you are training men 
to become dealers, you can put 7 or 8 or 9 or 10 or 15 men in the drive- 
way because it is charged to advertising or training program. And 
vou can meet any competition that comes down the line. 

For instance, the one across the street went down in price to a place 
where I could not meet him on account of my high rental—that was 
free enterprise. But then immediately the company -operated sta- 
tion up the street, which was on the path of all traffic coming in my 
direction, went down to meet his price. 

So here I was in a position where a station operated by an oil com- 
pany, a major oil company with millions of dollars in the bank, could 
afford to meet competition, and maybe I could have lived with the 
individual dealer across the street, but I certainly couldn’t live with 
one on each side of me, and I felt that once more it was not fair com- 
petition for a major oil company to be in the retail business. 

So there I was: No. 1, dilution of gasoline; No, 2, subsidy by oil 
companies to fight me; No. 3,.a major oil company operating at retail 
level in competition with my price. 

Only a fool would have stayed there, so I decided to make a move 
and run. Now, running is a little cowardly, but this is like Don 
Quixote fighting all these windmills. I had too many windmills 
around me, so I decided to get a different location. 

I was smart. I decided, well, I am on a main highway, I have al! 
this competition ; the Governor doesn’t want to recognize what is going 
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on; the legislators are trying hard, but they can’t do it; the newspapers 
are building a big bugaboo about price-fixing. Price-fixing has been 
way overstressed. ; 
1 would like to go back to that, if I have time. ? 
But the fact was I did get another location at 65 West Market 

| 

; 





Street that was far away from the highway; I didn’t have too many 
service stations around, and I thought I would spend my old age 
there. After 25 years in the gas business, I sort of went out to a 
farm, you know, away from all this trouble. Well, I was wrong. 
You can’t run away from any problem; and that is why we are 
here. You have to face it and you have to fight for it. 

A year ago, on August 7 of 1954, I took over that service station, | 
and a new station was built under me. It was an old filthy station. 
It was rebuilt by Esso. It took me quite a lot of money to install 
new equipment in it. I had quite a big investment in that property. 

Now, at the end of a year, I find out a new dealer is coming through. 
In other words, I ran away but I didn’t get away. There is a station 
within, I would say, 12 or 15 blocks from me now that was supplied 
by a distributor for Esso. 

In other words, Esso did not sell direct to that service station. This 
station was a fairly good station, but just a plain station that was 
probably doing an ordinary type of business. 

The supplier, I said—not Esso, but the distributor for Esso— 
found a location right across the street that seemed much more ad- 
vantageous. It is a terrific piece of property. I have no proof of 
what I am going to say now, but I am just going by my knowledge 
of the gas business, and most of it would be guesses. But I imagine 
that after a thorough investigation, the truth will come out. 

This property in Newark, for my money, is worth at least, the way 
it stands now, from twelve to fifteen hundred dollars a month rental, 
because, as I said before, it is a terrific location; it is very large, it 
has a beautiful building on it, and there are even parking facilities. 

Then the supplier—that is, the distributor for Esso—leased that 
piece of property to a dealer last month, and within 2 days after 
opening that station, that dealer posted a price of 20.9 which at the 
time was nine-tenths above tank-wagon price. 

Senator Humpnrey. What is that? 

Mr. Vratue. Nine-tenths of a cent above the tank-wagon price, the 
posted tank-wagon price of Esso. 

So when that happened, immediately—oh, I must say that at the 
time I was posting 24.9, and that meant the man was underselling 
me by 4 cents. 

Now, I know—I have been in the gas business long enough to know— 
that you cannot operate a service station costing that much money 
per month on nine-tenths of a cent profit. So I immediately went up 
to the station to try to find out what happened, and I wasn’t very 
welcome; in fact, I was accused of going there for price-fixing, and I 
told the representative of the company involved that I wasn’t there for 
that purpose. All I wanted to know was this: Are you subsidizing 
that dealer, because if you are, as a small dealer I am not fighting any 
more a dealer, which is free enterprise, I am fighting you, a whole- 
saler, who is getting gas much cheaper than I am, and that isn’t free 
enterprise any more. 
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If my contention is right, if my thoughts are proper, then here is 
what is happening. This distributor for Esso goes into a business, 
might go into a business and subsidize a de aler, maybe for a week, 
maybe for 3 weeks, maybe for a month or 3 months, I don’t know, as 
long as they can do it, and subsidize him until he had siphoned all the 
gas from the service stations in the area. And, to me, that was the 
breaking point. 

In other words, I ran away. I did everything I could to get away 
from those methods, and I found they would catch you, I don’t care 
where your service station is located. If I had a service station on the 
roof here, they would get me some day, eventually. There is no safe 
place in New Jersey for free enterprise; there is no safe place for the 
retailer. 

Senator Humpnrey. Let me ask you, could you buy from the same 
supplier, this distributor of Esso products ? 

Mr. Vratxe. No, sir. 

Senator Humrurey. Why couldn't you? 

Mr. Vratie. Well, there are many reasons involved there. One of 
— is, he wouldn’t sell to me. He thinks too much of his business: 
but I questioned him on the point once. I said, “Will you sell to me?” 
And he just laughed. 

Senator Humpurey. I mean, could you buy gallonage; could you 
buy gasoline in the tank wagon from the distributor ? 

Mr. Viatir. No,sir. Asa lessee of Esso, I am expected to buy from 
Esso, and Esso only. 

Senator Humpurey. Would you mind divulging the name of this 
company ¢ 

Mr. Viattr. Well, I will, if you want me to. The only thing, as I 
said before, everything I have said up to now I have based on my 
knowledge of the gas business. I know you cannot pay a high rental 
with nine-tenths of a cent profit. 

I don’t know, since I have nothing to substantiate that; I have no 
access to their books; I don’t know whether I can mention the name of 
the company, because I am talking about practices now. 

Senator Humpnrey. You do know that this station in your vicinity 
is supplied by a distributor? 

Mr. Vratie. Oh, yes. 

Senator Humenrey. Of Esso gasoline? 

Mr. Viarue. Yes, sir. 

Senator Humpnrey. Would you be willing to write this committee 
a letter, and give me the name of the company in a letter ? 

Mr. Viatue. Yes, sir. 

Senator Humpurey. To be held confidentially in our files. 

Mr. VrAtue. Yes, sir; I will. 

Senator Humpnerety. I will expect that letter. You can send that 
to Washington, D. C., Senate Small Business Committee. 

Mr. Vratte. All right; : I will do that, Senator. 

Senator Humpnrey. Any questions, Mr. Jehle? 

Mr. Jentr. Yes. I would like to ask whether this station that you 
are now in competition with is supplied by a major branded company. 

Mr. Viatite. Yes. I am sorry; do you mean whether that is an 
Esso station supplied by a distributor for Esso? 

66238—55—pt. 2——5 








126 GASOLINE PRICE WAR IN NEW JERSEY 


Mr. Jenxe. It is also an Esso station / 

Mr. Viatie. Yes, sir. 

Senator Humrurey. You both post Esso, but you get it directly 
from Esso and the other station gets it from a distributor of Esso? 

Mr. Viauue. Yes, sir. 

Senator Humrnurey. It seems to me under ordinary business prac- 
tices, you would be able to get it cheaper buying directly from the 
produc er. 

Mr. Viattr. I am sure that every Esso dealer feels the same way. 

Senator Humenrey. Pardon me? 

Mr, Viatue. Senator, I know that every Esso dealer feels the same 
way. I wish we could all buy gasoline at the same price in order to 
have really free competition. 

Senator Humpurey. In ordinary business practices—I have been 
in business, I operated a retail merchandising establishment—when 
we buy directly from the producer, the manufacturer, we frequently 
are able to get a better price than if we buy through the jobber. 

Mr. Vraute. Well, not in this case. It is the opposite in the gas 
business. But normal trade practices do not apply to the gas business. 

Senator Humrpurey. I am getting an idea of that. 

Mr. Viauie. I don’t think they have applied for years; I don’t think 
they have ever applied, in fact. 

Senator Humpurey. So the record is crystal clear insofar as your 
testimony is concerned, that a man who has a direct lease with the 
Esso Co. will get no lower price than a man who gets his Esso product 
from an Esso distributor. 

Mr. Vratte. That’s right. 

Senator Humpurey. What does the Esso distributor live off of ? 

Mr. VrautE. Well, I tell you they are living, and living well, much 
better than the dealers do. I don’t know the answers, because I don’t 
have access to their books, but I wish I had. 

I would like to see what goes on at the level above us in the gas 
business; but, of course, we don’t know. There are some things that 
leaked out, quite a few did over the years. We know that there is 
nothing legitimate at the wholesale level of the gas business in New 
Jersey, and there is the cause of all your price wars. 

Senator Humpurey. That’s a rather broad statement. 

Mr. Vratte. It is, and I know it is, and I know that is the cause. I 
think that the No. 1 thing that has to be done in the gas business is to 
see that it is honest at the wholesale level. That would be the No. 1 
problem removed. 

But it seems that every time associations of gas dealers have tried to 
get the legislators or our Governor to look into it, there has been a 
great cry on the part of newspapers, and I think newspapers have 
done more harm by presenting always one side of this story. I will 
give you an example. I would like to go further on that. 

In last night’s Newark News, the headline in the sports final was 
in great big black letters, “Governor Meyner”—I may be off on 1 or 2 
words—“opposes price fixing on gasoline,” or something to that effect. 

Now I heard Governor Meyner, I was here yesterday, and I think 
that his reference to price fixing did not warrant a big headline. I 
think there were many things more important that were said 
yesterday. 
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I think that your remarks, for instance, about jungle warfare, about 
the football game, about a proper way, a just and honest way to run 
business, I think that was warr anting of a headline. But that headline 
was toward the little fellow, you see, and that didn’t apply, the New 
ark News did not print that as a headline. The headline was about 
Governor Meyner and price-fixing. 

Well, yesterday’ s hearing was not on price-fixing. The reference 
to price- fixing was nothing but a reference to things that had hap 
pened in the past. In other words, there were atte mpts to fix prices. 

But that was in yesterday's News, and I think that is very poor and 
irresponsible reporting on the part of the Newark News. T think that 
they have failed consistently to show that there is a problem in the 
gasoline industry at the retail level that is far beyond the price-fixing. 
I think that is secondary. 

Senator Humpurey. Would you permit me at this time, sir, to in 
terrupt your testimony to read a telegram that arrived here just a few 
minutes ago. In fact, it was apparently ready for delivery at 10:29 
a. m., October 20,1955. It is addressed to: 

United States Senator Huspert HUMPHREY, 
Senate Small Business Subcommittee, 
Newark, N. J.: 

The service-station dealers at no time requested State legislator or Governor 
to fix prices on gasoline. The legislation that was proposed by dealer organiza 
tions requested only a minimum margin of profit, based on economic conditions 
and costs within the industry. The retail price of gasoline would then fluctuate 
according to the manufacturers’ or suppliers’ selling price to the dealer. Margin 
of profit and not price-fixing is the retailers’ greatest concern, Without a suit- 
able and fair profit a business cannot exist. 

Grorcr A. Sporn, 
President, Esso Dealers of New Jersey, Hackensack District. 

And I will offer that telegram in its original form for the record. 
It has now been incorporated in the proceedings. 

Mr. Viatxir. Iam glad you brought that up, sir. If you don’t mind, 
I would like to read parts of a letter I sent to the Newark News after 
that famous price-fixing campaign that Newark News had. Do you 
mind if I read it for the record ? 

Senator Humpnrey. Please go right ahead. 

Mr. Vraute. I said: 


I have seen ignorance of facts on the part of many who believe that assembly 
bill 120 is a price-fixing bill. It doesn’t fix prices or stifle competition among 
the major oil companies. It is not intended to end competitive prices, and rob 
the public of such benefits. 

By setting the markup above tank-wagon price, it merely shifts the cost of 
price wars to those responsible for them. Long before the retailing of gasoline 
was in the hands of independent dealers, the motorist benefited by price wars 
between the oil companies. In some instances the retail gas prices went down as 
low as 9.9 cents in New Jersey, including tax. Can anyone say that price wars 
at the dealer level are those that benefit the public most? 


And the point of that bill was not price-fixing, it was merely to try 
to shift the cost of price wars, as I said in the letter, to those who pro- 
duce them. 

And this was—I don’t know the date of this, I hope I have it here— 


this was at least a year ago. So this man who sent you the telegram 
felt the same way I did. 
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There is an irresponsible reporting of facts by the newspapers in 
New Jersey, and ths at is why the gasoline dealers are in so much 
trouble, because no one knows the true story. 

And yesterday, as I walked into this room, as I said before, I was 
very disgusted; I had no hope of anything coming out of it, until I 
heard your remarks about jungle warfare, T mean jungle competition. 
And now for the first time I see some hope. 

Senator Humpurey. May I say that what I expressed yesterday is 
nothing original with me. In case somebody isn’t informed, this is 
the law of the land. 

Mr. Virauue. That’s right. 

Senator Humpnrey. There is a Federal statute on price discrimina- 
tion. Of course, the purpose of this investigation is to get evidence 
and prove that there 1s price discrimination. I think we are getting 
it. 

As I have indicated to you before, we are going to pursue it and 
follow through every lead that we can get. That is what these staff 
members are here for, and they are competent attorneys and investiga- 
tors, and we are authorized to do just this by the Senate of the United 
States. 

The evidence appears to me to be that in some cases where there have 
been price adjustments to meet competition, there have been price dis- 
criminations involved. 

Mr. Viatie. That’s right. 

Senator Huwenrey. [f a large supplier is going to make a price 
adjustment where an Esso dealer, let us say, is in difficulty because of 
retail competition, and the supplier wishes to maintain the position 
of the company in the trade, if there is going to be a price adjustment, 
it ought to be a price adjustment across the board. 

Mr. Vratie. That’s right. 

Senator Humpnrey (continuing). Rather than going around here 
picking one chicken at a time. These are facts that we will, of course, 
want to verify, or statements, I should say, that we will want to 
verify. I want to assure you, sir, that there is a considerable amount 
of effort being made for verification. As I said yesterday, the Justice 
Department is being continuously briefed on this, and we have asked 
for their cooperation, and we intend to pursue this through the Fed- 
eral Trade Commission, as well. 

There are statutes on the Federal books, Federal laws, that relate 
to price discrimination. I am of the opinion that the Robinson-Pat- 
man Act is being flaunted all too often, not only in instances such as I 
have heard here, but in other instances. That i is something that we 
will look into. The Robinson-Patman Act is no city ordinance. It 
happens to be a Federal statute. 

I want to note that our good friend, the former Congressman, Mr. 
Hart, is with us this morning. It is wonderful to see you again, 
Congressman. 

Do you have any questions, Mr. Jehle? 

Mr. Jentr. Yes. Do you have a supply contract with the Esso 
Co.? 

Mr. Viate. No, sir; I have just a plain, common lease. 

Mr. JEHLE. A plain, common lease agreement ? 

Mr. Viatte. That’s right. 
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Mr. Jeute. Does your lease agreement stipulate you must purchase 
your gasoline supplies exclusiv ely from the Esso Co. 

Mr. Vrauie. It doesn’t say that in so many words ; no. 

Mr. Jenue. Is there any reference at all in your contract to the 
purchase of gasoline / 

Mr. Viaute. No, sir; that question has been asked before. I have 
heard it at various hearings. And I have heard dealers being stunned 
by this question: “If there is nothing in writing, and, if you have 
never been threatened, why are you afraid to buy outside ¢’ 

Well, the answer is very simple. It is simply this. It is a 1-year 
lease. In other words, I can buy under my lease anywhere I want to, 
and nobody will do we to me; I am convinced of that. But I 
am also convinced that, if I did, the lease wouldn't have to be renewed 
tome. Somebody else would get it. I mean, after all, it is a contract. 
It expires in 1 year. There is nothing that would force my company 
to renew my lease. In fact, I can go further than that. I don’t have 
the exact quotation now, but I know you had a hearing in Washing- 
ton about the practices of the gasoline industry about 2 or 3 years ago, 
and I remember reading r ight i in the record where one of the executives 
of an oil company was asked a question by a Senator, and he said: 
“Do you object to anyone”’—and now I may misquote a few words 
again, I mean, just from memory, they said—*Do you object to any- 
one buying products, competitive pr oduc ts to put in your stations?” 

And the man said, “No, not at all.” 

And the Senator was a little bit dubious about it and said: 

Wait a minute, do you mean to tell me that you are spending millions of dol- 


lars on corners all over the country, to see competitive products get on the 
shelves? That doesn’t make sense. 


And the man who was being questioned at the time said— 
Well, you must remember that all our leases are short-term leases. 


Well, how much more proof does any dealer need? That is in the 
record. I am not making that up. And I think I can dig it out 
again. 

Senator Humpnurey. As I understand it, you are not unhappy with 
your lease ? 

Mr. Vrauir. No. 

Senator Humpurey. What you are saying is, if there is to be price 
competition, which at times even gets out of hand, that you ought not 
to be the only casualty. 

Mr. Vratie. That’s right. 

Senator Humpnery. After all, a few of the boys with the eagles 
and the stars ought to get some of the casualties, is that what you are 

saying? 

, Mr. Vratie. I would love it. 

Senator Humpnrey. You would like to share this? 

Mr. Viauie. That’s right. You see, we are a big family; and I 
mean that; I am not being sarcastic. I have been an Esso dealer for 
so long, I ‘swear Esso blood is running in my veins now, and I am 
going to be ver y unhappy when I get out because I love the business, 
and I like my supplier, and I believe in a big-family business. 

I think it is a partnership, and I think we should work together; 
we shouldn’t throw stones at each other, because we will both lose, 
and I believe in fair play. . 
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But I say this to Esso. If your net income goes up every year, then 
why does mine go down every vear/ If it is “such a wonderful part- 
nership and we love each othe ‘r, let’s share the profits. It is as simple 
as all that. Everything is basic in life, when you really think it out. 

Senator Humpnrey. What you really mean, isn’t it, though, is not 
share the profits, but let’s have some uniform standards. 

Mr. Viauie. That’s right. 

Senator Humrurey. In other words, if the hurricane hits, let’s all 
have a chance to get in the storm cellar; is that the idea? 

Mr. Viaute. That’s right. They have the storm cellar, but I am 
up ona flagpole, and it is awfully windy there. 

Mr. JeuLe. You would also like to purchase from this independent 
distributor of Esso ? 

Mr. Viate. If I could get it cheaper, I would like to. I mean, 
after all, that is pure business, isn’t it? If I could get the same 
product at a cheaper price, and other people are doing it, then I would 
like to have the same chance. 

Mr. Jeune. Is it your understanding, if you could purchase from 
this independent distributor, you would be able to buy it at a lower 
price / 

Mr. Viatie. Well, vou see, things change very often. I know it 
has been an accepted fact in ‘the past few years, but recently things 
have changed so often I couldn't tell you that it is happening today. 
But things have changed. I think the pressure of hearings has 
changed some of the practices, and I think that they will change 
some more; I hope. 

Senator Humrnrey. You know, this is a complete digression, and 
we are going to have to call our next witness, but I am going out to 
a big farm conference in a couple of days. In my part of the coun- 
try where I am privileged to live and, in part, privileged to represent, 
we have a large number of farm operators, and they have some of 
the same feelings that you have. They see the price of foodstuffs on 
the market stay rather stable, and everybody thinks everybody is 
doing just Jim Dandy, and then they go out on the farm and they 
see the prices run up and down like a child’s fever, mostly down, 
however; and this has caused them some concern. 

I can recall here just a year ago when pullet eggs in our part of 
the country were selling for 6 cents a dozen on the farm, medium- 
grade eggs 12 cents a dozen, and grade A, top, 22 cents. And I can 
recall that in some of the market places those prices were hardly 
reflected. 

Of course, many of the consumers were of the opinion that, well, 
Mr. Farmer is getting himself about 50 cents a dozen for these eggs, 
45 cents; and this poor fellow out on the farm gets a little unhappy 
about this because he is all the time hearing about the high price 
of food. 

The interesting thing is that the processors are doing well and the 
farmers are doing poorly. Their share of the food dollar has gone 
down to 40 cents, and their profits have gone down, and others are 
going up. 

You would be surprised how much identity of interest you have 
with some of these situations. Well, that is enough. I just happen 
to come from a pretty big agricultural State, and when I hear these 
problems—of course, our gas dealers have the same problem, too. I 
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might just as well say that I had a call last night from the attorney 
general’s office of my State, relayed to me through my Washington 
office, and the situation is getting out of hand in the State of Min- 
nesota. 

One of the large company operators out there said he didn’t intend 
to have any small-time politician come in and tell big companies what 
to do, but there isn’t going to be any small-time politician come in; 
it is just going to be a United States Senator, and we are going to see 
if we can’t do something about it. We are going to have to move this 
hearing out to Minnesota. 

I want to say this is an unbelievable situation to see this kind of 
practice becoming as contagious as it is. I feel a storm signal ought 
to be put up about this sort of thing. 

Mr. Viatute. May I say one more thing, Senator, about the chicken 
and the egg. I know the chicken that was laying all those eggs got 
fed. The gas dealer is laying an awful lot of eggs now, and he doesn’t 
get fed by the gas industry; so it isn’t quite the same. There is still 
a difference. I would rather be the chicken right now. 

Senator Humrurey. You would admit that at 6 cents a dozen, it is 
hardly worth the wear and tear on the pullet. 

I think that will be adequate for today. Thank you very, very 
much. I appreciate your cooperation. I understand that some of 
our witnesses from the New York area have to return, so we will ad- 
just our schedule a little bit. 

By the way, if you don’t mind, we are going to be a little unorthodox 
about ourselves here. I have to leave to go to Detroit this evening, 
and I am going to try to take a very short lunch hour so you will all 
have to find out where you can find a place to eat in a hurry, and 
get back. But, for a while, at least for the next 30 minutes, we will 
continue this hearing, and then recess for a period of time. 

Mr. Howard W. Frosio, will you come forward to the witness table ? 
Would you give your name and your home address, and your business 
address ? 


STATEMENT OF HOWARD W. FROSIO, PARAMUS, N. J. 


Mr. Frosto. Iam Howard W. Frosio, 297 Fairview Avenue, Param- 
us, N. J. My business address is Howard Service Station, 375 North 
Middletown Road, Pear] River, N. Y. 

Senator Humpnurey. Just a few questions. What is the name of 
your station ? 

Mr. Frosto: Howard Service Center. 

Senator Humpnrey. You have a branded gas? 

Mr. Frosto. I have. 

Senator Humpnurey. What company ? 

Mr. Frosto. Socony Mobiloil. 

Senator Humpnrey. How long have you been in the service-station 
business, sir ? 

Mr. Frosto. Approximately 10 years, sir. 

Senator Humpurey. Approximately 10 years. And have you 
handled the same product? 

Mr. Frosto. The same product. 

Senator Humpurey. During this 10-year period ? 

Mr. Frosto. Yes. 
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Senator Humpurey. In the same location ? 

Mr. Frosto. No; two locations. I have been at my present location 
for 2 years, and the previous location for 8. 

Senator Humpurey. I confess ignorance of the geography here. 
How far are you away from New Jersey # 

Mr. Frosto. Pearl River borderlines right on New Jersey. I have 
my station approximately 1 mile north of the State line. 

Senator Humpurey. Are you in Suffern County / 

Mr. Frosto. Rockland County. 

Senator Humpurey. Or is Suffern a community ? 

Mr. Fros1o. Suffern is a town. 

Senator Humrnurey. I remember one of our dealers in Washington 
said they were suffering, they were from Suffern, and I gathered after 
his testimony that he really was. 

But you are from Pearl River. Do you own your own station, or do 
you lease it? 

Mr. Frosto. I own my own location. 

Senator Humpnrey. You own your own location ? 

Mr. Frosto. Yes, sir. 

Senator Humpnrey. And you have a contract with the Socony 
Mobil for supplies ? 

Mr. Frosto. Yes. 

Senator Humepnrey. You have a written contract? 

Mr. Frosto. Yes. 

Senator Humpurey. Does that contract require you to buy your 
supplies entirely from them? 

Mr. Frosto. Directly, my gasoline and oil. And specialties must 
be purchased. There are minimums set. They must be purchased out 
of the Nyack division. 

Senator Humenrey. Out of the what division ? 

Mr. Frosto. Nyack, N. Y., division. 

Senator Humpurey. That is a Socony Mobil division point? 

Mr. Frosto. That’s correct. 

Senator Humpurey. What has been happening in your business in 
recent years? 

Mr. Frosto. Well, I would like, with your permission, to read a 
statement which I prepared around the last week in June. It was a 
few facts, information which I picked up in visiting the various serv- 
ice stations in New Jersey. Being a borderline community, we were 
very hard hit because of the difference in price. I would like to read 
this statement. [Reading :] 

The dealers in Rockland County and other areas affected by*the gas war in 
New Jersey do not want a price war. What we want is to be able to purchase our 
gas at the same tank-wagon price, less all other loopholes, that the major oil 
companies have brought into the picture and be competitive in our business with 


our neighbors on an equal footing. We will name some of the loopholes which 
must be eliminated to put us on equal footing. 

1. Eliminate all kickbacks of 2 cents to 4 cents per gallon because of the emer- 
gency. 

2. Eliminate all guaranties of so-much-per-gallon profit, regardless of the price 
drop. 

3. Eliminate the free-rent practice on company-owned stations. 

4. Eliminate the practice of charging “rent” to the company of 4 cents per 
gallon for “gas storage” in company-owned tanks located on owner-operated 
stations. 

5. There is a company-owned station on route 4, New Jersey, that leases from 
the oil company for $650 per month and has never paid rent for 18 months on a 
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loophole which the company provides for him. The operator was told to open 
up a checking account in a local bank and deposit $10 into the account. The 
account Was to be named “For Rent Only.” Every month the operator writes out 
a check for $650 (for rent) and mails it in to the company. The company deposits 
the check, and, of course, it is returned marked “Insufficient Funds.” What the 
company does with these worthless checks the operator does not know He is 
following company orders and, as a result, has had free rent for 18 months. That 
practice should also be eliminated. 


Senator Humrnrey. Just a minute. Mr. Jehle or Mr. Flynn, did 
you know of this practice in any of your preliminary investigations 

Mr. Jeune. No, sir: this is the first time we have heard of it, this 
particular device. 

Senator Humpumrey. Can you supply, on a confidential basis 

Mr. Frosto. I cannot supply accurate written testimony. I have 
listed here six practices which I have found out, on asking the various 
service-station operators. 

Senator Humpurey. You must know where the station is. You 
identified it. 

Mr. Frosto. Yes; I did. In all of these cases, I must say this: I 
asked to talk to the proprietor. Sometimes he was not there. Some- 
times it was the manager, sometimes it was a trusted employee, and 
he is the one, or they are the ones, who furnished me with this infor- 
mation. 

Senator Humpurey. Well, we shall most likely have to subpena 
some people to get the evidence on this. 

Mr. Frosto [| reading | : 

6. Eliminate the practice of guaranteeing a salary to the operator of a com- 
pany-owned station and insuring his payroll, regardless of profit. 

In other words, eliminate any and all price discrimination between New York 
and New Jersey to bring us on equal footing in our industry. 

Where does the money come from to subsidize the Jersey stations and keep 
prices so low that we can no longer compete in price with them? I believe that 
the subsidies and the loopholes are being paid to them out of the profits that we 
make for the companies that finally find their way across the Hudson River to 
support low prices. It has had the same effect of scrap metal being shipped to 
Japan during the 1930’s and have it shot back at us in the 1940’s. How long can 
we stand for this beating that we have been taking for the past 5 years? Again 
we say, no gas war at any price. The majority of us have lost the greater per- 
centage of our gallonage in the past months and we are going to continue to lose 
more as time goes on. When we don’t sell gas we don’t sell the other services 
which we make our living on and pay our help with. A gas war would only make 
conditions worse and add to our already sorry conditions. 

Please contact your supplier (not the office boy) and inform him that you are 
fed up with the situation and he better do something about it before July 1. 

Again we say, “No price war.” As station operators we know that a 7-cent- 
per-gallon markup is fair to the public and a fair markup for us. The majority 
of us would be out of business in 30 days if we gave the gas away. If we could 
buy gas for 17.9 cents per gallon, which our neighbors in New Jersey are doing, 
and charge 24.9 cents, we would then be in a position to compete as businessmen 
against them and get our former gas customers back along with our other serv- 
ices. As independent businessmen we should be too proud to partake in any deal 
or deals which would make us pawns in the distributors’ hands, such as reduced 
rents, gallonage kickbacks, or any other form of “Marshall plan” handouts that 
may be offered. 

“Marshall plan” handouts along with the rest of the loopholes only prolong the 
situation in New Jersey and the same will go for New York if we accept any 
concessions. 

May I suggest that you pass the word on to your supplier and ask him to put 
pressure where pressure will help to bring this whole mess to a solution. Please 
discuss with your fellow dealers and cooperate for the good of all. 

One more thing should be noted. In addition to the loss of income suffered by 
the dealers, the public of Rockland County who loyally purchase their gasoline 
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in this county are suffering an increased cost in gasoline which is completely out 
of the hands of their dealers. And, if things are bad now, think how bad they'll 
be if the 2-cent-tax increase goes into law, which will be in November. 

Senator Humpurey. That is State gas tax? 

Mr. Frosio. Yes. I might add that there is no gas war in Rockland 
County. There has never been a gas war in Rockland County, Or- 
ange County, or in, say, southern New York State. 

Senator Humpurey. How far is that from here / 

Mr. Frosio. I would say 30 miles, sir. 

Mr. Srvuvrs. It borders on the northern Jersey border. 

Mr. Frosio. Bergen County, sir; Bergen and Rockland County. 

Senator Humpnrey. Why would that be‘ I mean, after all, these 
are economic areas. They are economic units, this geographic area 
here, even if they are not the same in terms of State jurisdiction. 

Mr. FRosio. It is rather hard to understand, Senator. The major 
oil companies do not want—and they have expressed that desire— 
they do not want a gas war in the State of New York. 

If Rockland County breaks, they would have to subsidize every 
service station from Rockland County to Niagara Falls within, I 
venture to say, 48 hours, because it would make the entire area a dis- 
tress area. 

Senator Humpurey. It surely would seem to be to the advantage of 
the major oil companies, and the dealers, any place, not to have these 
gas wars. 

Mr. Frosto. I must say this: That the town directly below us, the 
first town in the State of New Jersey—and I believe you will find it 
true that all towns bordering on the Delaware River and New York 
State—they don’t mind the gas war. They love gas wars. 

Might I say the first station in New Jersey, after leaving Pearl 
River, his gallonage was, in normal times, 7,500 gallons a month, of 
which a penny a gallon was rent at $75 a month. During the gas war, 
and he is still doing it today, the man is pumping 42,000 gallons a 
month, and he is still paying $75 a month rent. 

Where is he getting the extra gallonage? It is from my station, or 
other localities. Where they used to say, “Fill it up,” we are being 
dollared to death, or 50-cented to death, and in some cases 1-galloned 
to death “to get me across the bor derline, i in order for me to fill up 
and take advantage of the cheaper price.” 

Mr. Sruurs. What is your posted tankwagon price? 

Mr. Frosto. Posted tankwagon price in Rockland County today 

varies maybe five-tenths of a cent from one station to another. I am 
posting 29.9 for regular, 31.9 for high-test. 

Mr. Srvurs. What is the tank price? 

Mr. Frosto. As of yesterday I was paying 21.9. 

Mr. Stvurs. What is it here in New Jersey; do you know? 

Mr. Frosio. I understand they just had a price drop. It seems 

‘ather peculiar that when we have price raises, Pearl River is in the 
metropolitan area; when we have price drops, Pearl River is no longer 
in the metropolitan area. We are out in the woods. 

Mr. Struts. If their posted tankwagon price here is 19.5 and yours 
is 21.9, it would be hard for you folks to start a gas war and get any- 
where: wouldn’t it? 

I mean, you are starting out with about 214 cents against you right 
at the outset, and this could be the same tankcar of gas, practically, 
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which could deliver to the first station on Route 17 in New Jersey 
and the first station up in Rockland County; but somehow across there 
free enterpr ise has found it costs 214 » cents, roughly, more to deliver a 
gallon of gas to you than it does to your brother across the border. 

Mr. Frosio. There are two ways of looking at it. There are many 
service stations in Rockland County that are being supplied by mi Aor 
oil companies that are located in New Jersey. May I give an example ¢ 
The truck might leave Little Ferry, N. J., with 4,000 gallons of 
gas on. He will make a stop in Montvale and drop, say, a thousand 
gallons at, well, formerly it was 16.9. He would then continue over 
the borderline and drop it in Pearl River for 21.9; the same truck, 
the same driver, the same gas. He would go on and make another 
drop farther into the county, but perhaps work his w: ay over to Route 
17, and drop it off at this 21.9. He would then cross the border and go 
into New Jersey, and start dropping gas at 16.9. 

Mr. Struts. Part of this is taken up by taxes; isn’t it ¢ 

Mr. Frosto. The taxes are exactly the same in New York and New 
Jersey. For years the tankwagon has been exactly the same. 

Senator Humpurey. That is an expensive border crossing. 

Mr. Frosio. Unfortunately we haven’t got tollgates, or bridges, 
Senator. 

Senator Humrurey. The picture that you are revealing is that you 
can be 50 feet on the New Jersey side of the border, as your example 
was, at the time that you were describing or alluding to, at 16.9; you 
get 50 feet across, or 100 feet. across the border, and it goes up to 21.9. 

Mr. Frosto. The same truckdriver. 

Senator Humpnrey. Same truckdriver, same truck, same tires, same 
company, same Federal highway, I gather ? Q 

Mr. Frosto. Yes. 

Senator Humpnrey. What would happen if you set up across the 
border some sort of little depot so that you could buy it in New 
Jersey ¢ 

Mr. Srutrs. Couldn’t you just have it invoiced to Paramus? 

Mr. Frosio. No; because my contract reads that I must get my 
supply of gas from Nyack, N. Y. I can pump other brands of gas, 
unbranded, and pick it up where I care to. I must furnish my own 
pumps and my own storage facilities, because the pumps and the 
storage facilities are owned by Socony Mobil. 

Mr. JeHLE. Have you ever considered buying Socony Mobil from 
an independent distributor in New Jersey ? 

Mr. Frosto. Yes; I have. I contacted a supplier who guaranteed 
me that he picks up perhaps all other brands. They call it distressed 
products, I believe, or distressed gas. 

In other words, the storage field tanks are filled, the barges are still 
out in the river, and maybe there are a few hundred thousand gallons 
left in the barge, and he buys that distress product wp and he can fur- 
nish me with Socony Mobil products. 

Mr. Jeute. At what price, sir? 

Mr. Frosto. At 16.9 per gallon. This was—I am talking of—in 
July. 

Mr. Jeute. In July of this year? 

Mr. Frosto. Yes. 

Mr. Jenre. Was a definite offer made to you, sir, at 16.9? 
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Mr. Frosto. Yes; it was. 

Mr. Jeune. And tell us what happened. 

Mr. Frosto. I got in contact with my supplier to find out the legal 
technicality of how much hot water I could get myself into, and I must 

say they sent the top legal adviser down from Albany, N. Y., and he 

assured me that I could purchase gas from this supplier, but I could 
perhaps even try to pump it out of their tanks and their pumps if it 
were a Socony Mobil product. 

My contention was that I have signed a contract, or an agreement, 
that I will purchase Socony Mobil products from Socony Mobil 
Co., and I am to be supplied from Nyack, N. Y. But what the con- 
tract did not read is that I would be supplied at a competitive price. 

But if I am forced to pay 21.9 cents for a gallon of gas from 
Nyack, and I can pick up that identical same product for 16. 9 in New 
Jersey, you are forcing me to pay a premium for the same thing. 
although in New Jersey it was not listed as 16.9; it was a 4-cent 
or a 2-cent verbal allowance kickback. 

Mr. Jente. Tell us what happened. 

Mr. Frosto. I asked the counselor, I asked my district manager, 
“What would you do if you were in my position of having the loss 
and suffering the loss of gallonage over the period of years?” 

He said, “Howard, we would most likely do the same thing, but 
nobody has ever tried it. We would most likely test-tube you to 
death. In other words, is it or isn’t it Socony Mobil coming out 
of the tank, if you are buying some place else.” 

They requested, and we arrived at a gentleman’s agreement to wait 
10 more days before any action would take place, and the result was 
that Socony Mobil has pulled all subsidies off in the Jersey situation, 
and from there on in I was satisfied that my neighbors in New Jersey, 
my Socony Mobil neighbor in New Jersey, was paying the same price 
for gas as I was, and that was all I was after. 

Mr. Jente. Was anything further said to you by company repre- 
sentatives ? 

Mr. Frosto. I will say this, Socony Mobil Co., in my experience, 
have been the finest group of gentlemen that I have ever had the 
pleasure of meeting and doing business with. 

They do not subsidize in New York, they do not offer free rent, they 
have no concessions, they have no loopholes. Everything is up and 
above board, and as I say again, they are the finest group of gentle- 
men I have ever had the pleasure of doing business with. 

Senator Humpurey. Well, why do they have 16.9 gas in New 
Jersey ? 

Mr. Frosto. The right hand doesn’t know what the left hand is 
doing. Socony Mobil in New Jersey is absolutely removed from 
Socony Mobil of New York. Your divisions are separate in each 
State. 

Senator Humpnrey. I am in the drugstore business, you see. If you 
buy Colgate toothpaste and you want to be a big enough fool to 
give it away, that’s all right, you go ahead and give it away, but you 
don’t get it any cheaper from the wholesaler or the jobber. 

Mr. Frosto. That’s correct. 

Senator Humpnrey. I know the price of Vick’s VapoRub and if 
you want to give Vick’s VapoRub away at 17 cents a bottle, when 
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it cost 23, go ahead. But the Vick’s Co. doesn’t sell you Vick’s Vapo- 
Rub any cheaper if you are foolish enough to give it away. 

You can have a price war in the drug business just like you can 
in the gasoline business, but you don’t get any concession; the big 
companies—Parke Davis, Eli Lilly, McKesson-Robbins, and so 
forth—don’t go around with their branded products, making special 
deals. 

We have had all kinds of price wars off and on. We have fair- 
trade laws on brand-name products, and we always have a few rascals 
who want to violate the fair-trade code. 

The thing that seems to perplex me is the difference in trade prac- 
tices. Now, we have had cases like the Morton Salt case, I think that 
was one of the cases on the theory of the basing-point principle, where 
they tried to have differentials in prices. It was one of the old Trade 
Commission cases. But if you buy salt and you want to be foolish 
enough to give salt away as a retailer, | guess that is your privilege. 

Mr. Frosto. That is correct. 

Senator Humpnrey. Unless you are under a fair-trade contract. 
Then you are in noncompliance, and the manufacturer can refuse to 
ship you, cut you off. But the wholesaler, the jobber, or the manu- 
facturer has a uniform price. That is the purpose of the Robinson- 
Patman Act. 

I am just going back and repeat this like a broken record. I know 
the oil companies get certain tax concessions, but I didn’t realize the 
tax concessions, I didn’t realize concessions went all the way up and 
down to meet every little fevered condition that may exist, that is 
aggravated by price wars. But your experience indicates that it does 
is that right ¢ 

Mr. Frosio, That is true. I might say this: That all the distributors 
and major oil companies in Rockland € ounty have treated their deal- 
ers very fairly. 

For instance, my contract has certain minimum requirements in 
gasoline, oil, specialties. We call it TBA, that we must purchase 
within a year. Those quotas are so ridiculously low that actually 
you can do that amount of business in 1 month, and go to handle any 
other product which you want. All of your contracts read the same in 
Rockland County. 

Senator Humpnrey. Let me ask you: You have nonbranded gas, 
unbranded gas in Rockland County, you have some off-brand sta- 
tions ? 

Mr. Frosto. Let’s put it this way. When it is considered off- 
brand 

Senator Humpnrey. I mean, for example, we have a company in 
our home State called Clark’s. It isn’t a nationally advertised brand, 
as such; put it that way. 

Mr. Frosto. Right over the borderline in New Jersey we have a 
station with my own brand that has kept that vicinity in chaos for 
the last 4 years. 

Senator Humpurey. Do you have any off-brand stations? 

Mr. Frosto. We.do not in Rockland County. 

Senator Humpurey. Do you have any off-brand stations in New 
York State ? 

Mr. Frosio. Not to my knowledge, Senator. 
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Senator Humpnrey. You mean they are all either Mobil or Esso 
or Gulf? 

Mr. Frosto. To my knowledge, in Rockland County, as I say— 
I am only speaking of Roc kland County and Ramapo, places like 
that. I do not know the entire State. | 

Senator Humpnrey. Your testimony indicates that in New York 
the suppliers are conducting a very legitimate, honorable, coopera- 
tive relationship with the retailers; is that right? 

Mr. Frosio, That is evidenced by the lack of gas wars in the vicinity, 
I believe. 

Senator Humpnrey. Those are the same companies that do business 
in New Jersey ? 

Mr. Frosto. The same company, but different headquarters, per- 
haps. 

Senator Humpnrey. I wasn’t born yesterday. I may have been 
born the day before, but not yesterday. It is the same company, 
isn’t it? 

Mr. Frosro. I have tried to find out who was quarterbacking the 
whole deal. 

Senator Humpnrey. On the New York Stock Exchange there are 
certain stocks. They don’t have a stock for the distr ibution point of 
Hackensack, or something, do they ? 

Mr. Frosto. No. 

Senator Humpnurey. I mean, it is the same company, isn’t it? 

Mr. Frosto. Yes. 

Senator Humpnrey. Doesn’t your testimony indicate that where 
the companies want to have stabilized economic conditions, they have 
it? 

Mr. Frosto. Yes: it has all indications of that. 

Senator Humpnrey. Well, what are the facts; I don’t want indi- 
cations, what are the facts in your county? You have Esso companies 
there ¢ 

Mr. Frosto. Yes, we have Esso distributors. 

Senator Humpnrey. Do you have Gulf Oil? 

Mr. Frosto. Gulf Oil, Texas Co., Atlantic Co., we have Tydol Co., 
we have Sunoco. 

Senator Humpnrey. Do you have comp: any-owned stations ? 

Mr. Frosto. We have company-owned stations, and we have private- 
ly owned stations. 

Senator Humenrey. Do you get along all right? 

Mr. Frosto. Excellent. 

Senator Humpurey. All right; it is true right across the board 
here, that you can have a pattern which seems to be socially acceptable, 
economically desirable, legitimate in trade practices, meeting all the 
requit ements of law, and if not of law, at least how people ought to act; 
why is it you can’t have it across the line? 

Mr. Frosio. We have a dealer organization up there which the ma- 
jority of us belong to, and I must, say this, that a lot of us do not 
attend their meetings regularly. 

I will say this: That ‘if anybody has the desire to start a gas war 
in the Pearl River area, that it is generally a visitation by a few of 
the dealers in the vicinity to go down and talk to his neighbor and 
argue him out of cutting the price, because after all, there is just. so 
much gas going to be used in an automobile, and we figure that we 
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have to give our men a decent living, we have to take a decent salary 
home ourselves, that by cutting the prices, he is perhaps going to do 
twice as much work and only bring home half as much money. 

Senator Humpurey. The point I am trying to get at is that the 
wholesaler, or the jobber, or the company, the supplier has uniform 
standards, as you have testified here, for your outlets; is that right? 

Mr. Frosto. They never dictate price, they have never mentioned 
pr ice, they have never mentioned that my price should be lowered. 
They never have even mentioned that my price should be higher. 
They leave the whole situation to the dealer himself, and they have 
realized that over a period of years the dealers are not in competition 
with themselves, they are neighbors, not competitors. We are all in 
the same boat, let’s row together. We are not putting a gun to the 
public’s head. We are getting what we call a just profit, so that we 

can pay our help a just salary and take home a net investment on our 
business. 

Senator Humpnrey. In other words, the laws of the land are ap- 
parently adequate, as far as you are concerned ¢ 

Mr. Frosto. They are. 

Senator Humpnrey. You know, our passing a law down in Congress 
doesn’t atfect just your county. 

Mr. Frosto. No. 

Senator Humpurey. It affects New Jersey, Minnesota, and other 
places, too. 

What I am trying to get at is: It appears to me from your testi- 
mony—and I am accepting your testimony as factual testimony— 
that the inner discipline is necessary here to bring some order out of 
apparent chaos. The answer is readily available. It can be done. 

Mr. Frosto. We expect gas wars in Rockland County, as Rockland 
County develops. The major oil companies are looking for locations, 
and the more locations you get, the more service stations you get, the 
more gas outlets you get, the more susceptible you are to gas wars. 
We expect them in Rockland C ounty as Rockland County develops, 
because when they overbuild a locality or a certain section—and I 
believe that is true in New Jersey—they have more service stations 
than they actually need and require and they are building more and 
are just adding salt to the wound. 

Senator Humpurey. Well, I must say that after your testimony, 
sir, it appears to me that some people have a lot of explaining to do. 
[ can’t understand how Socony Mobiloil can have stability of price to 
you, sir, and your patrons or associates in the retail outlet gas station 
business, have stability in price, no concessions, equal tre atment right 
across the line, and then come back here and hear the testimony like 
we have heard this morning on this side of the line. 

It appears to me that this is just a matter of whether or not there 
is order in the industry. I thought it was a matter of law, but I 
think now it is just a matter of company and individual practice. 

Let me give you an analogy. You have two apartment houses 
owned by the same landlord. One apartment house is on this side 
of the block, and one is on the other side of the block, the same apart- 
ment houses, identical fixtures, identical location in the same block, 
at least, with a comparable location, the same square feet, same furni- 
ture, same heat, same water, same light, same everything. 
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On one side of the street he gets $50 a month, and he keeps every- 
thing up in repair, no under- the-table deals, rent is paid, building 
maintained, good occupancy. On the other side of the street the roof 
leaks, the rent is higgled and. jiggled, 1 person pays so much on 1 
apartment, the next apartment, same size, he pays a little bit less or a 
little bit more—the same landlord. 

What would you think would be the answer to that ? 

Mr. Frosro. It is a case of rent control there. 

Senator Humpnrey. That wouldn’t be the answer to it. Wouldn't 
the answer be the landlord ? 

Mr. Frosio. True, very true. 

Senator Humpnrey. It is the same landlord. You would just say 
to that landlord, “Look, you have the same properties”’—you would 
appeal to him first of all to try to take care of those properties on an 
equitable basis, wouldn’t you, get equal treatment; and, if you didn’t, 
you would have to have the police power, as they call it, or the power 
of the State or the county or the jurisdiction of the Federal Govern- 
ment move in on it, as was stated earlier this morning in the first 
presentation. 

I want to thank you, unless there are some other questions here. 
This comparable jurisdiction just across the line—we have Minne- 
apolis and St. Paul, you see, in my State right across the river, the 
Twin Cities. What do you think we would think if the token rate 
of the bus company in St. Paul, the same bus company, same driver 
going through on State highways, Federal highways, if the rate on 
the one city goes down differently than the other and they kicked you 
off the bus about halfw: ay down the block ? 

It doesn’t make very much sense. That is not the public’s fault, 
that is the company’s fault. So the only thing I can say, from your 
testimony—I don’t want to make any conc lusive judgseante here, but 
from your testimony it appears to me that in certain parts of the 
country we can operate a gasoline business as a normal wholesale, 
profitable, economic enterprise. 

Mr. Frosto. That’s right. 

Senator Humpnurey. And not have people in each other’s hair com- 
plaining about legislators and governors and complaining about 
dealers and complaining about competition. You have competition ? 

Mr. Frosto. We have. 

Senator Humpurey. You think you are in free enterprise, don’t 
you? 

Mr. Frosto. Ido, and the minute I do not, I am out. 

Senator Humpurey. You kind of like free enterprise, don’t you ? 

Mr. Frosto. I love it. 

Senator Humpurey. You have no complaints against your supplier 
in your area ? 

Mr. Frosto. I do not. 

Senator Humpurey. The same company that supplies some of the 
people here in New Jersey ? 

Mr. Frosto. Exactly. 

Senator Humpurey. Have you ever heard any complaints from New 
Jersey ¢ 

Mr. Frosto. I have listened to it for 2 days, sir. 

Mr. Jeute. I would like to make one observation, Mr. Frosio. 
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While it is true you do have comparative price stability in Rockland 
County, it is also true you have suflered a substantial loss in gallonage. 
You were talking about the motorists “dollaring” you to death on their 
way to New Jersey to fill up their tanks. 

Mr. Frosto. That’s correct. We have lost approximately 25 percent 
of our gallonage, and because of the way our community is growing 
and our county is growing, we figure that we have also lost another 
20 percent potential. If you could add potential with fact, it would 
be a 45-percent. loss. 

Mr. Jennie. Price stability then in your case is not an unmixed bless- 
ing. You have price stability, but you have also had losses in your 
gallonage ¢ 

Mr. Frosio. That’s correct. Again I say the bordering towns love 
the prices. The bordering towns of New Jersey love this large gal- 
lonage which they are doing. | 

Unfortunately it only extends, perhaps, on the perimeter of the State 
of New Jersey, approximately 10 miles. After 10 miles then you hear 
what testimony you have heard today where, say in the Newark area 
or the North Bergen area, places like that, they are really hit severely 
because they do not have the large gallonages any more. They are 
just price-cutting—period. 

Mr. Srutts. They are stealing from each other and not from across 
the border ? 

Mr. Frosto. That’s correct. 

Senator Humpnrey. I believe, unless you have something further 
you would like to say sir, we will have Mr. Milton Karel come up. 
I want to recess here in the next few minutes. 

Mr. Karel, do you have anything further you would like to add to 
this testimony? Would you come forward, if you do? 


STATEMENT OF MILTON KAREL, WEST NYACK, N. Y. 


Mr. Karet. My name is Milton Karel, Stewardtown Road, West 
Nyack, N. Y. 

My father and I are partners in an Esso service station at 186 East 
Central Avenue, Pearl River, N. Y., which is less than 1 mile from 
the border. 

Senator Humpurey. Do you own your station? 

Mr. Kareu. We lease our station through the distributor of Esso 
products in Rockland County. ‘The distributor, if necessary, is Gur- 
ran Oil Co. 

I just want to submit for the record the figures, the gallonage in my 
station since we opened in November of 1951, because these figures 
show the direct relationship between our business and the New Jersey 
price war. 

When the price war started, went into effect, our gallonage took 
an immediate dip. When, for one reason or another, the price war 
ended temporarily, it immediately jumped. I mean, the figures them- 
selves are self-explanatory as to what effect the New Jersey situation 
has upon a neighboring county or a neighboring State. 

Senator Humpurey. What has been that effect ? 

Mr. Kare. That effect has been approximately what Mr. Frosio 
mentioned, 25 percent. May I just read off a few figures? 

66238—55—pt. 2—6 
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Senator Humpnrey. We want to incorporate all of those figures 
inthe record. I will ask you to leave those figures with us. 

Mr. Karew. Yes; I will. 

(The document referred to is as follows:) 


{Italic figures indicate gas-war months] 





1951 1952 1953 1954 1955 
January.-.--.--- ; so eis : eee 9, 336 18, 390 23, 776 22, 571 
February...-.-.----- a i! ee 6, 411 17, 341 18, 343 18, 854 
March. ___. ; area ‘a s 8.915 19, 336 19, 736 28,147 
ON ise hes Sa eee ee eee aac J 9, 371 20, 278 16,648 26, 505 
May : ; 12, 530 21, 278 19, 410 27, 733 
jane... ...:< ; Me al ; ; ea 14, 274 20, 653 19, 807 22,769 
Rene ees Se ee es 15, 386 22, 927 21,022 23, 682 
August 17, 267 22, 644 21,161 28, 082 
September_......------- Sle c ge oa alae 16, 261 21, 379 21,615 22, 841 
October eas acd Es Me acer ie sca ieee : 17, 995 23, 738 DE Vasa bw cates 
November__..----- eee es 11, 532 17, 973 23, 365 RE hn cuk 
December. -_--_- ; ne kg eee 10, 748 20, 058 | 25, 069 hb Bil ee 


Note.—Take into consideration the rapid growth of Rockland County without which the above figures 
would be even lower. 

Senator Humpurey. Don’t read them all. Just give us a sort of 
cross-section analysis, 

Mr. Karev. Well, in 1954, February 1, when the most recent gas 
war started, I did 23,000 gallons; 23,700 in January of 1954. The 
vas war started February 1; the very next month, I did 18,300; the fol- 
lowing month, 19,000, and then dipped to a low of 16,000 in April. 

Now from that point on it has been a steady, slow process of climb- 
ing back up, but this climbing back up is due not to any relief from 
the gas-war situation, but the fact that Rockland C ounty is experienc- 
ing such tremendous growth that we can’t help but gain from this 
erowth. 

But if there were no growth, if we were a stable community, then my 
gallonage today probably would still be down to 14,000 or 13,000. 

So the growth that we have experienced is reflected in these figures. 
At the same time the figures do reflect what happens in a gas-war sit- 
uation. 

Senator Humrpnrey. How are your relationships with your sup- 
plier ¢ 

Mr. Karen. Very good. 

Senator Humpnrey. Do you get any special concessions? Do you 
have any special deals? 

Mr. Karer. No special deals whatever. In other words, every 
Esso station in Rockland County pays the same price for gasoline. 

Senator Humpurey. Do you pay rent? 

Mr. Kare. I pay rent; yes, sir. 

Senator Humpnrey. Do you pay by check? 

Mr. Karev. I pay rent, I pay by check and also, as is common, I 
turn in credit cards for however many credit cards [ have, and I pay 
for my gasoline within a week after delivery. 

Senator Humpnrey. Do you have an account in some bank in which 
you have $10 and have a check come back marked “insufficient funds”? 

Mr. Karen. No, sir. 

Senator Humpurey. You ought to look into that. 

Mr. Karet. When I first heard it, it sounded very inviting. 

Senator Humpnrey. Please don’t. 
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Mr. Karet. The only thing is, I may say, as much as we in Rock 
land County feel that we have been hurt, and we have been hurt, mv 
complete sympathy goes out to the dealer in New Jersey, because our 
degree of effect in no way compares with New Jersey. 

By keeping our margin of profit and adjusting our business to 
whatever gallonage we could get with our full margin of profit, at 
least we have been able to get along. It is not what we like, but we 
can survive. Whereas, in New Jersey, most of these dealers just ean- 
not survive, so that there is a definite difference there. As L say, my 
sympathy goes to them. 

Senator Humrnrey. You have found, in other words, that the 
supplier in your area has been able to provide you with st: rag of 
price. There has been none of these gyrations up and down, hills 
and valleys of prices ? 

Mr. Karen. No. 

Senator Humpnrey. High points, low points, all within a week or 
2 month. 

Mr. Karen. That’s right. 

Senator Humpnrey. The supplier that you buy from handles a 
brand-name gasoline ? 

Mr. Karen. Yes, sir; Esso. 

Senator Humpurey. One of the fine products of our gasoline busi 
ness. Your relationships, as I understand it, have been satisfactory. 

Mr. Karev. Yes, sir. 

Senator Humpnurey. Do you know any reason why that couldn't 
be that same way down in New Jersey ? 

Mr. Karen. I know personally, from firsthand knowledge, of no 
reason. As a matter of fact, it seems to me most ridiculous that the 
gasoline that is being sold to the motoring public, which is not going 
to increase in volume because of the low price—why can’t the dealers 
in New Jersey have their fair share, their margin? They are not 
selling any more gasoline by volume, they are only displacing gaso- 
line. In other words, we are displacing a certain volume into New 
Jersey, because of the differential in price. No more gasoline is being 
used by the motorists. 

Now, why should the dealer in New Jersey have to sacrifice his 
margin, and as you said, he is the one bearing the brunt of it, while 
the major oil company in New Jersey, who I feel is strong enough and 
big enough to settle the situation—I feel they could straighten it out 
in New Jersey as well as things are in New York. 

I don’t say there are no gas wars at all in the State of New York. 

I do hear that there are spotty situations, but they are so spotty they 
do not spread from these little spots throughout the State. 

Senator Humpurey. Do you have any unbranded eas outlets in your 
area? 

Mr. Karen. No, sir. 

Senator Humpnrey. You have none? 

Mr. Karew. No, sir; all name brands. 

Senator Humpnrry. What is your view—did you hear the testi- 
mony this morning about gas, I think this was Mobiloil, 21.9 in New 
York, 16.9 in New Jersey. 

Mr. Karen. Yes, sir; that is true. 

Senator Humpurey. That is the tank-wagon price. 
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Mr. Karet. Yes, sir. As a matter of fact, the price to me is now 
22.2, with a half cent increase that went into effect a few weeks ago. 

Senator Humpurey. 22.2? 

Mr. Karex. Yes; that is my cost of regular gasoline. 

Senator Humpnrey. And what is the price in New Jersey on that 
same gasoline? 

Mr. Kare. I was told yesterday that the price dropped a cent and 
a half. 

Senator Humpurey. So it is 19.5? 

Mr. Karew. I honestly don’t know what the price is, but I do know 
that the net effect of an increase of half a cent a few weeks ago and 
the decrease of a cent and a half yesterday widens the gap between 
New York and New Jersey another penny. 

Senator Humpnurey. You wouldn’t have any objection if they would 
reduce the price of gas to you to 19.5, would you ? 

Mr. Karet. No, sir; I would not, provided it was equal across the 
border. 

Senator Humpurey. I would like to see our people in Minnesota 
get gas, too, for that. I get kind of tired paying 31, 32, and 33 cents 
if somebody else is going to get a free ride on my money. 

Mr. Karev. That is true. 

Senator Humpurey. So the truth is that within 50 miles, off the 
same tank wagon, or it could be within 25 miles, with the same com- 
pany, the same gas, the same driver, same wagon, the same brand 
will have a variance in wholesale price to the dealer. 

Mr. Karev. That’s right, sir. 

Senator Humpnrey. Doesn’t that add up that somebody somewhere 
is paying for the luxury or for the alleged benefits of someone else on 
the other side of the track? 

Mr. Karev. It is not an equalization and naturally if it is not equal, 
then somebody has to be on top and somebody has to be on the bottom. 

Senator Humpurey. Doesn’t it appear to you, if you can sell gas 
in New Jersey for 19.5, that you ought to be able to buy it in New 
York for 19.5? 

Mr. Karet. With only minor differences to allow for transporta- 
tion. I would say half a cent, which is negligible. 

Senator Humpnrey. Let’s take 600 yards. 

Mr. Karet. It should be the same. 

Senator Humrnurey. That shouldn’t raise the price much over a 
tenth of a cent a gallon. 

Mr. Karen. It should be the same. And, if I may, I would like 
also to put this point in, which has bothered me considerably. 

Senator Humpurey. May I just interrupt? My conclusion is that 
somebody is getting gypped on thisthing. What I want to say about 
this is that either the company is overcharging you or undercharging 
here. I am talking to you as a dealer, and for myself as a member of 
the public. 

Mr. Karen. That’s right. 

Senator Humpurey. Just think, if you were in the same situation 
and—well, I use the same analogy—you are in business and your com- 
petitor across the street—you are selling toothpaste. You buy the 
same brand of toothpaste for 25 cents a tube and the other fellow has 


to pay 29, same toothpaste, same jobber, same everything, same 
company. 
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It looks to me like somebody is paying for the other guy's teeth 
getting cleaned, either that or the company is charging right = n 
they charge 25 and overcharging when they charge 29. And I y 
to say to the companies right here now that, if gasoline on one wide 
of the border is only worth 19.5 and on the other side it is, worth 
what- 

Mr. Karew. 22.2 is what I am paying now. 

Senator Humpnrey (continuing). 22.2, they are either overcharg 
ing in New York, or undercharging in New Jersey. You can’t have 
both sides of the chicken on this one. It is all together, this is one 
fuselage with two wings. And there is just something wrong about 
this. 

So I say this loud enough so the company representatives can give 
some verification and justification. They can justify it on the basis 
that, well, the situation in New Jersey is so out of hand that we have 
to meet competition, but the truth is, is it not, that the major suppliers 
supply most of the oil, most of the gas / 

Mr. Karen. That’s right, sir. 

Senator Humpnrey. Do you know whether or not this happens in 
the steel industry ? 

Mr. Karen. Iam not familiar with that industry, sir. 

Senator Humrnrey. Have you ever heard of that happening in the 
steel industry ? 

Mr. Karen. No. All I hear about the steel industry is that the 





price of steel went up so much and, therefore, refrigerators, cars, and 
everything else will now experience an increase in price 
Senator Humpurey. Did you hear of anyone who cut the price to 


meet some kind of unsavory competition ? 

Mr. Karet. No, sir. 

Senator Humpnurey. I haven't, either. Did you ever hear about 
the railroads doing this? 

Mr. Karen. No. 

Senator Humenrey. What would you think if the ticket, when you 
went through New Jersey, was about 50 cents less than when you went 
through New York—I mean on a mileage basis? You would say that 
isa heck of a way to run arailroad; wouldn't you ? 

Mr. Karen. I would say it is very unfair. It is not at all fai 

Senator Humpnrey. It isn’t fair, and T think the point needs to 
be emphasized here, because there is a good deal of hue and ery about 
the consumer interest. 

I am a consumer. The consumer interest can be protected when 
there are legitimate practices all up and down the trade. Consumer 
interest is not protected in New York; is it? 

Mr. Karen. No; it isn’t. 

Senator Humpnrey. I mean compared—— 

Mr. Karev. Compared to New Jersey? No: the consumer is suffer- 
ing in New York because he is being compelled to pay more for his 

gasoline. Therefore, consumer interest is not being served in New 
Y ork by comparison. 

Senator Humpurey. So sometimes some consumers might look at 
vou and say, “Well, that fellow is overcharging me on gas. _Look, I 

can go right down there and buy it from his second cousin.’ 
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Mr. Karev. Not sometimes, sir, all the time. In other words, in 
New York State the dealers in general are many times questioned as 
to “Why do you charge so sae) Are you trying to get rich fast? 
Do you want to retire in a couple of years? The boys in Jersey can 
do it, why can’t you do it ¢” 

And, trying to talk economics or theory in trying to explain the 
situation, 1s almost hopeless. 

Senator Humpurey. Thank you very much. We will recess the 
hearings and be back here at a quarter of 2. 

(Whereupon, at 1:05 p. m., a recess was taken until 1:45 p. m., of 
the same day.) 

AFTERNOON SESSION 


Senator Humpurey. I call the subcommittee to order. I ask Mr. 
Mike Casalino, who is with us, to come forward. 

I want to welcome Congressman Williams of the Sixth District of 
New Jersey. 

Mr. Casalino, would you give your full name and your residence 
address, and business address ? 


STATEMENT OF MICHAEL J. CASALINO, UNION, N. J. 


Mr. Casauino. Michael J. Casalino, 707 Chestnut Street, Union, 
N. J. 

Senator Humpurey. Did you give the location of your service 
station ? 

Mr. Casattno. That is the location, sir. 

Senator Humpurey. What is your supplier, what company ? 

Mr. Casattno. Esso is my supplier. 

Senator Humpurey. How many years have you been in this work? 

Mr. Casaurno. I have been in this work about 30 years. 

Senator Humpurey. About 30 years? 

Mr. Casauino. That’s right. 

Senator Humpurey. Do you own your station, or do you lease it? 

Mr. Casauino. I own my own station. 

Senator Humpnrey. During this 30-year period, have you been a 
station operator all the time? 

Mr. Casatrno. All the time except for 5 years. 

Senator Humpurey. And during those 5 years? 

Mr. Casarno. I was in the ice and coal business. 

Senator Humpurey. You are presently engaged in the gas-station 
business ¢ 

Mr. Casatrno. That’s right. 

Senator Humpnrey. Mr. Casalino, what particular problem have 
you experienced in trying to meet competition during the so-called 
price war? 

Mr. Casauino. Well, I have competition up and down the street 
from me within a mile. The companies own the corners, or lease the 
corners, and sublease the corners where they, in turn, lease it to other 
people and give them these advantages over us, where they give them 
free rent, or at $1 a month—we will put it that way—or they guarantee 
them so much per gallon. 
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My company never did that. I can’t meet free enterprise, that 1s 
not free enterprise. You can’t work under it. The other fellow is 
getting 4 cents; I am getting nothing. 

Senator Humpurey. What do you mean, the other fellow is getting 
4 cents? 

Mr. Casauino. The other companies are giving their people 3 to 4 
cents a gallon rebate, where I don’t get anything, and I own my own 
corner. 

Senator Humpurey. Have you brought this to the attention of your 
supplier ¢ 

Mr. Casauino. That’s right. 

Senator Humpurey. What is their response ! 

Mr. Casauino. “We don’t have that policy.” ‘That is their answer. 

Mr. Sruurs. Do you know if Esso does have any dealers on a con- 
signment basis, or with a guaranty margin of 4 or 5 cents? 

Mr. CasaL1no. No, sir. 

Mr. Sruurs. So far as you know, your supplier is telling you the 
truth, then ? 

Mr. Casautino. That’s right. 

Senator Humpnrey. In other words, your supplier is trying to have 
a uniform practice with dealers. 

Mr. Casaurno. That’s right, except they have other suppliers right 
under them that they sell to, for example, the American Garage. 
There is no secret to that. 

Senator Humpurey. The American—what ? 

Mr. Casatrno. The American Garage. 

Senator Humpnrey. Is that a distributing company? 

Mr. Casauino. That’s right. 

Senator Humpurey. Does that company handle Esso products ¢ 

Mr. Casarino. All Esso products. 

Senator Humpnrey. And they sell to retail outlets? 

Mr. Casatrno. Right near by me; yes, sir. 

Senator Humpurey. Do they sell for less than the Esso does? 

Mr. Casatino. That’s right. 

Senator Humpnrey. We want to get this record straight. 
that a wholesaler, American Garage 

Mr. Casauino. That’s right. 

Senator Humpurey. Which company does it distribute ? 

Mr. Casattno. A distributor for Esso. 

Senator Humpurey. For Esso products? 

Mr. Casauino. That’s right. 

Senator Humpurey. Does and can and will sell for less to its out- 
lets than the Esso will sell direct to you? 

Mr. Casattno. That’s right. 

Senator Humpnrey. Is this something | vou heard, or something you 
know ? 

Mr. Casatino. No; that is true. I tried to buy from them 3 years 
ago. I have the name of the gentleman I got in touch with. 

Senator Humpnrey. What is his name? 

Mr. Casatrno. Rube Dorshman. He told me he couldn’t sell me gas 
because he has a station nearby. Esso wouldn’t allow him to sell me 
gas. 


You say 
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Also, the same company, the Esso Standard Oil Co., pays a privi- 
lege to the State of 6, possibly 7 cents a gallon, from right nearby, too, 
off the parkway, on the parkway. They spend 6 and 7 cents a gallon 
for the privilege of selling the gas on the parkway. 

Tam right near the parkway, half a block away. Why can’t they 
pay me the privilege of selling me that gas? 

Senator Humpnrey. Now, let me get clear what you mean by.that. 
There are stations right on the parkway ? 

Mr. Casarino. That’s right; where these companies—there are 2 or 
3 ditferent companies—have paid the State 6 or 7 cents a gallon for the 
privilege to sell the gas on that parkway. I get nothin 

Senator Humrenrey. And yet you are just half a block or so, or a 
block aw: v= ? 

Mr. Casattno. The same thing. The truck passes my door and goes 
right to theirs. 

Senator Humpnrey. The same tankwagon ? 

Mr. Casartno. The same tankwagon. 

Mr. Sruurs. Are your prices and the parkway prices pretty close? 

Mr. Casantno. Mine i is being sold right now at 22, his is at 26. He 
is guaranteed 6 to 7 cents a gallon margin. I don’t think that is fair 
competition. 

Senator Humpnrey. What has been happening to your business, Mr. 
Casalino ¢ 

Mr. Casatino. Well, I happen to be the type of fellow who will get 
in there and fight. I came up the hard way with ice and coal. I car- 
ried it on my back, too. I never give up. I work 18 hours for the sake 
of saving my corner, and that is what I am doing now. I meet com- 
petition in any shape or form, because I have to be there. I own the 
corner. 

I could lease it to them for five or six hundred dollars a month rent, 
and get out. I am too stubborn, and stupid; we will put it that way. 
I will stay there. 

I have no other way or means of making a living, other than that. 
That is my whole problem right now, that I can’t meet competicion. 
I have to work that out myself. 

Senator Humpnrey. What do you think should be done about this 
situation, Mr. Casalino? I admire you very much for your determina- 
tion and your courage, your perseverance. I don’t blame you for feel- 
ing exactly the way you do, in terms of fighting it out. 

Mr. Casauttno. Thanks again. I will say the oil companies have 
the answer. You can’t find it amongst 10,000 people, but you can 
amongst 12. I can tell you that, and I can assure you of that. 

You want the answer; they have the answer. And if they want to, 
they can give you the answer today. You don’t have to wait for to- 
morrow. They can put us all on an equal keel and we won’t bat our 
brains out. 

The fellow up the street gets 3 or 4 cents. I get nothing. The fel- 
low on the parkway gets 6 cents, it makes no sense. I have a family, 
too. I like to bring them something, too. 

Senator Humpnrey. So you feel that the major oil companies who 
have the majority of the market are in a position to regulate their own 
practices, so that they give stability to your industry , 

Mr. Casatrno. That’s right. 
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Senator Humpurey. How many years did you say you have been in 
this work? 

Mr. Casatino. 30 years. 

Senator Humpurey. With the exception of a period of 5! 

Mr. Casaino. 5 years. 

Senator Humpurey. So you have been actually 25 years as a gas 
operator ? 

Mr. Casatno. That’s right. 

Senator Humpurey. You feel you know this business pretty well 
then; don’t you? 

Mr Casatino. It is about time I should know; that’s right. 

Senator Humpurey. What has been happening to your net income 
in recent years ¢ 

Mr. Casatino. There is no net income, not to talk about, not even 
enough to talk. 

Senator Humpurey. Do you employ anybody? 

Mr. Casauino. Yes. I have fellows—I can’t give them a raise going 
on 3 years. 

Senator Humpnrey. Any questions? 

Mr. Srutts. I think, Senator, that we should try to figure out what 
the stations on the parkway are. Are they company-owned and com- 
pany-operated d 

Mr. Casaurno. They are company-owned; they are leased to the 
company and re-leased back to people, and an individual like myself. 

Mr. Srutts. And so that person 1s operating pretty much just as an 
employee of the company ? 

Mr. Casauino. Of the company; that’s right. 

Mr. Sruuts. He gets paid by the gallon, so to speak. He doesn’t 
stand to lose much on that. 

Mr. Casaurno. That’s right. 

Senator Humpnrey. What is your feeling about a divorcement pro- 
ceeding, namely, divorcing the producers’ interest from the retailers’? 

Mr. Casaxtno. I think that would be the best thing that ever hap- 
pened. 

Senator Humpnrey. You sense in this State, in your area where you 
are acquainted, a growth of the company-owned stations ? 

Mr. Casauino. Yes. Well, I will say 90 percent are owned or con- 
trolled by the companies in my area. 

Senator Humpurey. Mr. Jehle, you have a question ? 

Mr. Jeune. Mr. Casalino, I think, in fairness to the parties you 
have mentioned here, that you have identified, we should get some 
of the facts straight. You referred to a Mr. Rube Dorshman of the 
American Garage Co. 

Mr. Casatino. That’s right. 

Mr. Jente. Is that American Petroleum? 

Mr. Casarino. That’s it, American Petroleum, American Garage, 
about the same thing. 

Mr. Jenie. You said you applied to Mr. Dorshman for gasoline 
supplies to your station ? 

Mr. Casatino. That’s right. 

Mr. Jeute. Mr. Dorshman refused ? 

Mr. Casatino. That’s right. 

Mr. Jente. What was his explanation ? 
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Mr. Casautino. He said, “I cannot sell you gas, because Standard 
Oil Co. has you under contract.” 

I said, “Well, you have the same gas.” 

He said, “Well, I still can’t sell you gas.” 

Mr. Jenie. Did he explain why he could not sell you gas? 

Mr. Casarino. That they can’t explain because they are told not to 
explain. 

Mr. Ftynn. Who are the Esso dealers that do get their supply from 
American Garage ? 

Mr. Casatrno. Who are they ? 

Mr. Ftynn. Who would they be? Would they be owners of the 
stations themselves ? 

Mr. Casatino. They own this station themselves, that’s right, most 
of them. Some of them are owned by the American Petroleum. They 
have their own station, too. 

Mr. Jeute. Owned and operated by American Garage? 

Mr. Casatino. By themselves; that’s right. 

Mr. Jente. They do have their own retail outlets? 

Mr. Casauino. That’s right. 

Senator Humpurey. Congressman Williams? 

Mr. Wiiii1aMs. I just wanted to ask, Senator, at that point: What 
is the retail name that those people carry ? 

Mr. Casattno. Esso. 

Mr. Witutams. They carry Esso? 

Mr. Casattno. They have the same sign as I have. 

Senator Humpnrey. The same sign, yet give a different price. 

Mr. Casattno. That’s right. I can’t meet their prices. 

Senator Humpnurey. So you don’t get any advantage out of the 
trademark ? ' 

Mr. Casatino. That’s right. 

Senator Humpnrey. Which is a well known and a reputable 
product. 

Mr. Casattno. That is an honest fact; that’s right. 

Mr. Jeuie. Can you state what their prices are at the present time? 

Mr. Casatrno. Well, there are some of them retailing gas 

Mr. Jenue. The nearest account of American? 

Mr. Casatrno. Of American Garage? We have 2 or 3 in the neigh- 
borhood there, they are selling gas for as low as 20.9. 

Mr. JEHLE. 20.9? 

Mr. Casatrno. That’s right. 

Mr. Jentr. And what is your tank-wagon price as of today? 

Mr. Casatino. Right now it is 19.5. 

Mr. Jente. And as of last Wednesday, possibly last Thursday, you 
were paying 21 what? 

Mr. Casatno. 21 cents. 

Mr. JEHLE. 21 cents, tank wagon, for your gasoline. 

Mr. Casatrno. That’s right. 

Mr. Jente. At that time, what were the retail prices of the accounts 
supplied by the American Garage? 

Mr. Casattno. They were selling for 21.9. 

Mr. Jenie. They were selling for 21.9, nine-tenths of a cent above 
your tank price. 

Mr. Casatino. That’s right. 
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Senator Humpurry. Is it your view they were buying it at a lower 
tank-wagon price / 

Mr. Casatino. That's right; they were. 

Senator HumpuHrey. Do you have any information as to what they 
were re it at’ 

Mr. Casauino. They usually give between half a cent and a cent 
kie kbac ‘k on every gallon of gas they buy. 

Mr. Srurs. From whom / 

Mr. Casatino. From the American Garage, or the American Petro 
leum. 

Mr. SrTucts. They would probably pay the posted tank wagon price 
that = would pay, but then they would get 

Mr. ‘ASALINO. A kickback. 

Mr. aa A half cent or a cent rebate on it. 

Mr. Casauino. That's right. 

Mr. Sruuts. Do you know if American Garage supplies any Esso 
owned-and-leased stations, or do they sell only to owner-oper: ited and 
their own—— 

Mr. Casatrno. Well, I have heard that they would dump you a load 
of gas in the tank if you are not looking, and nobody else is looking, 
at night : : but I have never seen it. 

Mr. Srutrs. So far as you know, it is not regular practice of Amer- 
ican Garage to supply anyone except independently owned and oper- 
ated stations / 

Mr. Casaurno. That’s right. 

Senator Humpurey. For the purpose of this record, you cannot 
verify this statement as to what you have heard ¢ 

Mr. Casaino. No; just what T heard. 

Senator Humpurey. So that would not have any bearing on this 
testimony. 

Mr. Casattno. No; it is not testimony. It is not a fact. I have to 
see it in order to tell you. 

Senator Humpnurey. I would prefer that we keep this testimony to 
the observations and the facts that we know to be true, and not what 
appears to be, or what somebody else has said. I think you under- 
stand why. 

Mr. Casautno. That’s right. We are only working on facts right 
now. 

Senator Humpurey. We want to be fair about this matter, and 
the companies are obviously going to answer this record to the best 
of their ability, and I want only in the record what are known facts, 
or known experiences. 

Are there any more questions? 

I want to say to you, sir, that I know you are not looking for any 
sympathy. 

Mr. Casauino. No. 

Senator Humenrey. Because that isn’t what is going to help you. 

Mr. Casatrno, It is not going to be the answer. 

Senator Humpurey. You have a very touching situation when a 
man is fighting uphill against conditions that seem to be extremely 
adverse. Your t testimony has been recorded and will be gone over 
very carefully. We will try to give you some help. 

Mr. Casattno. I hope I can be of more service to you. 
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Senator Humpnrey. You, sir, have been a very fine witness. We 
want to thank you very much. Mr. John Roessner. 
Mr. Roessner, will you give your full name and address. 


STATEMENT OF JOHN ROESSNER, JR., UNION, N. J. 


Mr. Rorssner. My name is John Roessner, Jr., Route 22, Union, 
N. J. My home address is 714 Fairway Drive, Union. 

Senator Humpnrey. What is your supplier, which company ? 

Mr. Rorssner. My supplier is the Atlantic Refining Co., and I am 
an owner and operator. 

Senator Humpurey. You are the owner of your own station, and 
you also operate your own station ? 

Mr. Roessner. That’s right, for the last 23 years. 

Senator Humpnurey. Have you been with the same company during 
that period ? 

Mr. Rorssner. The same company for 23 years. 

Senator Humpnrey. Iam going to ask you the same question. What 
particular problem or problems have you experienced in these years, 
particularly in more recent years, in trying to meet competitors’ prices, 
price wars; and what kind of relationships do you have with your 
company ¢ 

Mr. Roessner. Well, as far as meeting competition as an inde- 
pendent like myself, I cannot meet the company station up the road 
from me, or the company station below me. 

We have a condition on Route 22 in Union where 2 years ago the 
Sun Oil Co. opened a beauty of a big service station. The market 
in our area wasn’t bad. When they opened that station, the price 
of gas at that station was selling for 2 cents less than our station, 
the independent station. That was a company-owned and operated 
station. 

And it is about 4 years ago one of the major oil companies came 
to me and wanted to change the brand of gasoline and more or less 
threatened me, if I didn’t switch to their brand, they were going to 
locate very close to me, which they did, and they located a big sta- 
tion 500 yards away, and I am just an independent fellow trying to 
make a living. 

Senator Humpurey. What do you pay for gasoline? 

Mr. Roessner. 19.5 right now. I am selling right at the present 
for 23.9, and the market all around us is from 21.9 to 22 cents, and 
some 20.9; and it is just impossible for me to meet that competition, 
because there is no one paying my bills and my obligations. 

Senator Humpnrey. Does the Atlantic Co. have any of its own 
operated stations? 

Mr. Roessner. They have two stations, maybe, about 2 miles north 
of me and 2 miles south of me. 

Senator Humpnurey. What is their price, compared to yours? 

Mr. Roessner. I know one is 22.9. I thing the one north of me is 
23.9. 

Senator Humpnrey. Have you brought these competitive problems 
to the attention of your supplier? 

Mr. Roessner. I brought it to them, but it is the same old story, 
“Meet the competition.” : 
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I will meet competition. I like competition. But, let us have fair 
competition, and I will certainly meet anyone. But I cannot fight 
an oil company and I am at the point right now where I am broke, 
und I mean busted, after 23 years. 

Senator Humpurey. Have you gone to the Atlantic Co. and asked 
them if they could make a lower tank wagon price to you so that you 
could meet competition ? 

Mr. Rorssner. They will gladly buy the place from me, gladly lease 
it. 

Senator Humpurey. But you would kind of like to own it your- 
self 

Mr. Rorssner. That’s right. 

Senator Humpnrey. Well, that is within the good American tradi 
tion. You want to own your own place. 

Mr. Rorssner. But it is tougher and tougher. 

Senator Humeurey. What do you think we can do about this, or 
what can be done about this situation? What do you see as the 
remedy ¢ 

Mr. RorssNer. Well, I would like to see the companies all on 
the same basis, and don’t support, when the going gets rough, don’t 
support a fellow. Let us all be the same. We are service stations. 
We are supposed to sell our service. And let’s see who survives this 
thing. I mean that is my opinion. 

If we are all on the same basis, let’s sell our service; and they are 
the fellows who are going to survive. The price chiselers in this 
business can only survive when the decent stations hold their price. 
That is the only way they survive. They don’t offer any service. 

How in the world can a decent station today pay decent money for 
help, and how can you give decent service at a markup like we have? 
Our profits have gone down and down and down. 

Senator Humrurey. Your net has slipped off every year? 

Mr. Rorssner. The last 2 years it has been disastrous. 

Senator Humpurey. Have the last 2 years been the most violent 
period in the price war? 

Mr. RorssNer. That’s right; that is the worst I have seen in 23 
years, and I can remember when I sold gasoline for 10.9, and I wasn’t 
fighting with the dealer up the street or down the street, but the oil 
companies were fighting together. And I was still making 3 cents 
a gallon, but then the oil companies were fighting it out. 

Senator Humpurey. Now, the oil companies have got you fighting 
it out? 

Mr. Roessner. That’s right. I would like to see them do a little 
fighting. 

Senator Humpnrey. Any questions, Congressman ? 

Mr. Wiu1ams. No. 

Mr. Sruurs. Was there an offbrand when Sunoco opened up its 
new station, selling, say, in that vicinity for 2 cents a gallon less? 

Mr. Roessner. We don’t have any offbrands in that area. 

Mr. Sruurs. Not on Route 22? 

Mr. Rorssner. That’s right. 

Mr. Stutts. So that Sun was just trying to open up a new market 
there. They couldn’t say they were trying to meet competition. 

Mr. Rorssner. They went under the market. 
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Mr. Sruurs. We had testimony before that a company would go 
in, one of the majors, and set up a station on the pretext that it had 
to meet the offbrand which was selling 2 cents under the brand 
markup. But Sun didn’t have to do that? 

Mr. Rorssner. That’s right. 

Mr. Srutts. I might point out it would seem to me, Senator, that, 
when a major oil company owns and operates its own station, it is 

robably not subject to Robinson-Patman because this is an internal 
Coaltionseine transaction. 

Mr. Rorssner. They should set the market for us. 

Mr. Srvuuts. Present laws don’t give us any sort of a remedy, it 
seems, for meeting that situation. 

If Sun were selling it to one of your competitors at 2 cents cheaper 
than you were getting it, or if Atlantic, for example, were selling it 
to one of your competitors for 2 cents a gallon less than they would 
give you, we might have some sort of a Federal remedy, but in the 
present instance, with a company-operated station, it is a lot tougher 
to come to grips with it. That is all. 

Senator Humpurey. What do you feel about a divorcement bill? 

Mr. Roessner. I would be all for it. That would solve a lot of 
things. 

Senator Humpurey. In other words, to let your station be an inde- 
pendent operator with a brand name under lease and under contract. 

Mr. Rorssner. That’s right. 

Senator Humpnurey. But have the producer in the distributor field, 
and have the retailer in the outlet field. 

Mr. Rorssner. That’s right, and I am sure we would get along 
pretty good. 

Senator Humpnrey. Do you think that would be helpful to you? 

Mr. Roessner. That certainly would be. 

Senator Humpurey. Have you ever experienced any substituting 
of gasoline? In other words, you have a brand name on your adver- 
tisements, on your pumps. I am not speaking of yours, but maybe 
somebody else’s. 

Mr. Rorssner. A competitor? That I couldn’t swear to; no. 

Senator Humpnrey. You have had no such experiences? 

Mr. Rorssner. I have heard of it, but I haven’t seen it. 

Senator Humpurey. Are there any questions? Mr. Jehle? 

Mr. Jeune. Mr. Roessner, have you had any personal experience in 
competing with the dealers supplied by an independent distributor 
for a major oil company ? 

Mr. Rorssner. That is always a problem, the same as Mr. Casalino 
just said. There are stations in our area that are supplied by the 
American Petroleum Co. 

Mr. Jenie. By the American Petroleum Co. 

Mr. Rorssner. Or American Garage, and they always seem to be a 
little bit under our market. 

Mr. Jente. For example? 

Mr. Rorssner. For example ? 

Mr. Jeune. Yes. 

Mr. Rorssner. You mean the stations? 


Mr. Jeune. Yes; describe the difference in prices, the difference 
between your price—— 
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Mr. Roessner. Well, they would be a cent or two under our market, 
most of them who buy from American Garage. 

Mr. Jeunte. From American Garage ? 

Mr. Roressner. American Petroleum. 

Mr. Jenr. Are those stations generally selling at about nine-tenths 
of a cent, or roughly a cent above your tank wagon ‘ 

Mr. Rorssner. No; it is under. 

Mr. Jenie. Do they ever sell under your tank wagon ? 

Mr. Roressner. Not under our tank wagon; no. 

Senator Humpurey. I believe that is all. Thank you for you 
testimony. 

Mr. Frep Topp. Mr. Todd, will you give your full name and address. 


STATEMENT OF FREDERICK E. TODD, UNION, N. J. 


Mr. Topp. Frederick E. Todd, 1761 Edward Terrace, Union, N. J. 

Senator Humenrey. That was your business address ¢ 

Mr. Topp. Yes,sir. I live at 310 Laurel Avenue, Union, N..J. 

Senator Humpurey. How many years have you been in the service 
station business? 

Mr. Topp. I have worked at the business about 15 years. I repre 
sent my dad, who is a sick man today, and I operate the station for 
him. He at this present time has been in the gas-station business 
appr oximately 39, going on 40 years 

Senator Htwpnrey. What is your supplier ? 

Mr. Topp. Standard Oil of New Jersey. 

Senator Humpnrey. Esso? 

Mr. Topp. Esso. 

Senator Humpnrey. Does your father own the station ? 

Mr. Topp. Yes, sir; we own the station. 

Senator Humrurey. You are working with him, in partnership with 
him ? 

Mr. Topp. Yes, sir; I am his operator. 

Senator Humpnrey. How many people do you employ? 

Mr. Topp. We employ three part-time men. 

Senator Humpurey. Three part-time men? 

Mr. Topp. Yes, sir. My dad and I operate the station. 

Senator Humpnrey. You have been listening to this testimony. 
What are your observations of the situation ? 

Mr. Topp. Well, I only have one observation. That is, at the present 
I am broke, I am getting out of the business, I guess. I have borrowed 
money from the bank, 

And, incidentally, when we opened that station, we built it in 1948 
and went in with a bank account of approximately $12,000. Two 
months eae was right after the hearing in Washington—we 
borrowed $25,000 here from the bank in South Orange, and we are 
having an awful tough time trying to pay it back. 

T have met competition, I have tried to meet the American Petro- 
leum, I have tried to meet Federal Garage, or Federal Petroleum, I 
should say. Ican’t meet them. The market is busted. 

It looks like the independent dealer is going to be put out finally, 


which I think the vultures are trying to ‘do to us. We don’t have 
a chance. 
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My mother and my wife both went to work to try and help support 
the gas station. I put my three boys into school. On our investment, 
which is approximately $30,000—and we have been offered close to 
sixty-five to seventy-five thousand dollars by the oil companies—we 
have no returns. 

We have been existing for the last 2 years under a terrific loss all 
the way around. My mother was willed money last year. That money 
went into the business, which was aproximately $35,000. 

I see no solution other than to close my gas station altogether. I 
would never give it up to an oil company, unless I can lease it to an 
independent dealer who wants to go into the business. I think he is 
crazy. if he does. 

I can see no way to survive, not under the present conditions. We 
have tried. We have met competition. I have tried to meet every 
man going, up there in my area. 

I am not far from Mr. Casalino or Mr. Roessner. T have partici- 
pated in different organizations. I have had guidance from them on 
what to do, and it just seems the slogan is, if you can’t beat them, 
join them, and when you try to join them, you still can’t beat them. 
' Senator Humpnurey. Do you belong to an association now? 

Mr. Topp. Yes, sir; I do. 

Senator Humpnrey. What is the name of that association ? 

Mr. Topp. The Garden State Association. 

Senator Humpnurey. The Garden State Association ? 

Mr. Topp. Yes, sir. 

Senator Humpurey. What is this Federal Garage? What is that? 

Mr. Topp. That is a supplier, the same as the American Petroleum. 

Senator Humpurey. What brand name do they supply ? 

Mr. Topp. Amoco, American Oil Co. 

Senator Humpurey. Do they sell for less than you do on posted 
prices; are theirs less than yours ? 

Mr. Topp. Yes, sir; my tankwagon price was 21 cents, and at this 
particular time one of the Federal Garage outlets was posting 20.9. 

Mr. Jentz. Can you specify the time? 

Mr. Topp. That was just before the last drop, which was just this 
last week. When I was paying 21 cents, that was right up to—I don’t 
know now exactly what date the drop came in, but up until that 
time, say, last week, the tankwagon price I was paying was 21 cents. 
He was posting 20.9. 

American Petroleum in my area was posting 21.9. I went up and 
I talked to these fellows, and I said, “How can you make money? 
You have different fellows working for you.” 

This Federal Petroluem outlet, he has a partner, and he has men 
pumping gas for him. He seems to be able to take the weekend off 
and go down to the shore. I can’t do it, and I consider my trade as 
good as his. 

I have been offered by different people—when I said, “O. K., I 
can’t meet you. I am going to have to get out,” not maybe 24 hours or 
48 hours later there was a representative there offered me $350 a 
month and willing to lease it back to me for $300, and give a $50 a 
month bonus just to have his claws on my station. 

I don’t go for the companies. I worked for the companies before. 
T had a company station, and I have worked for various companies, 
and I don’t like the way they operate, and I don’t want their sta- 
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tions, and I don’t want them to have mine, even if I just have to close 
the place up and pay my taxes per year, and just let it sit there, 
it will never go to an oil company. 

Senator Humpnrey. It seems to me like the oil companies need 
some public relations. 

Mr. Topp. They need something. I don’t know what it is, but they 
need it bad. 

Senator Humpnrey. Do you feel that the sentiments you express 
here are somewhat characteristic of your associates in this business ? 

Mr. Topp. Would you say that again, sir? 

Senator Humpnrey. I say, do you feel the sentiments you express 
here in reference to not wanting the oil companies to get hold of your 
station, as you expressed it so vigorously, do you feel that this is the 
feeling that most people have? 

Mr. Topp. Absolutely. There isn’t an independent dealer that I 
know of, and I know of just about all there are in New Jersey, and 
I don’t think they want anything to do with the oil companies taking 
their stations away from them. 

And it seems that that is the only way. Like Mr. Roessner said, that 
he was threatened. Mike Casalino is trying to survive it, too, but Mike 
is in the same boat as I am in. 

We all locate in the same locality more or less, and it is terrific. We 
just can’t do it. T don’t know how these other guys do. They do it, 
but these fellows cht have stations that pay $350, $400, some even pay 
$1,000, $1,100, $1,200 a month rent, and exist and still have 4 or 5 to 
10 or 12 or 15 men working for them, company-owned stations, how 
they do it, I don’t know. 

Senator Humpurey. Company-owned stations? 

Mr. Topp. Company-owned stations. At one time I had more men 
working for me, but I pay my men. My part-time men take more 
money home at the end of the week than I do. I rely on my wife’s 
salary. 

Senator Humpnrey. What do you think ought to be done about 
this? 

Mr. Topp. I say take the stations away from the companies, put all 
the fellows on the same margin. 

Senator Humpurey. You mean at the wholesale? 

Mr. Topp. That’s right. They talk about free competition. If we 
could buy our gas from the suppliers, like the customers can buy from 
us on an open ‘market, let us buy it. And I don’t think we will have 
much more trouble. 

We go back to the old slogan, “Service sells the product.” Let us sell 
our product. Let us go back to being service stations. 

Put us on a service-station basis, like Mr. Roessner said, if you sell 
your service, you will make business; but if you can’t operate a station 
properly you won't stay there very long, and that is the way it should 
be. 

I went through Standard Oil training before the war. It was a very 
good school. T learned a lot down there. And right after I left the 
school I went to work for Mr. Vialle here. 

Mr. Vialle can vouch for me. He can tell you that I worked hard 
for him, and I know why they put me in there, and why I got the job 
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there. It is because Mr. Vialle is one of the best, the cleanest operators 
I have ever seen in this business, and I have seen quite a few of them, 

The only thing is, I say put the fellows who want to make a living 
and want to get along in this business, and have things right, put us 
all on the same margin, and we will make a go of it. 

Senator Humpurey. What you are saying is that you don’t want 
any price discrimination from the supplier to the retail outlet ? 

Mr. Topp. That’s right. Have one fixed price. 

Senator Humpurey. You would like to have a uniform price from 
the supplier to you? 

Mr. Topp. That’s right. Not subsistence in any way. 

Senator Humpnrey. No concessions, no special grants, no loopholes. 

Mr. Topp. That’s right. 

Senator Humpurey. Very much like the gentleman testified from 
Rockland County, N. Y.? 

Mr. Topp. That’s right. 

Senator Humpnurey. You heard that testimony, did you? 

Mr. Topp. No, sir; I was sick at that time. I was outside. 

Senator Humpnrey. That was today. 

Mr. Topp. Yes, sir, 

Senator Humpnurey. You haven’t been well today ? 

Mr. Topp. No, sir. 

Senator Humpurey. I am not going to keep you here any longer. 
I want to thank you for your testimony, unless there is someone else 
of the staff here, or the Congressman. 

I want to say this to you: That these are, as I said a while ago—I 
don’t know any better words—touching bits of testimony. It seems 
to me it should awaken an awareness in some of the suppliers that 
there is something drastically wrong. Do you men ever have any 
meetings with these suppliers, to really sit down and talk this out? 

Mr. Topp. Yes, sir; Ido. I went to take my company credits down 
to the Standard Oil Co. in Elizabeth, and that particular day I just 
felt as if 1 wanted to have a good argument with somebody, so I 
asked the girl at the reception desk who was in charge. 

She told me—I don’t want to tell the man’s name, but he is a big 
man in the Standard Oil Elizabeth office. I went up to see him and 
I asked him, “Are you here to put me in business or put me out of 
business ¢” 

Then he went on to tell me about how great the population was 
building up, how many more automobiles are going to be on the road 
in another 3 or 4 years. . 

And I said, “Well, that is getting off the question.” 

He said, “But you have to look at the future.” 

I said, “I haven’t got enough money to wait for the future.” 

He said, “You have to look at the future.” 

And I said, “Well, what would that be?” 

Let’s see, I want to get his exact words. 

I said, “I want to interrupt.” And I said, “I still want to get back 
to my original question. Am I here to be put in business or to be put 
out? 

And he said, “Well, the only thing I can tell you to do, son, is meet 
competition.” 

I have tried to meet it, and I am out. 

Senator Humpnurey. Would you suggest they might meet it, too? 


Nee bet diene ine Bmw nr ae om 


SO ae et AA mn ns OS 


Fe Re ron sant AR IE Mi Pll Im em 


coo. 





mis =v 


a V2 


eee 
secre sah anaes 


tea inci a AAD i a 


ne a hea 


GASOLINE PRICE WAR IN NEW JERSEY 


Mr. Topp. I told them the companies ought to have a good gas war 
amongst themselves, that would make the public happy, us happy, 
everybody happy. 

He said, “Do you realize how drastic that would be, how much 
money the companies are going to lose?” 

He told me that the company was losing money. I went back to 
the station, I picked up the retailers magazine, and I read it and it 
told me about Standard Oil making about $5 billion over the fiscal 
year before. 

Senator Humpurey. Five what? 

Mr. Topp. Five billion, I believe it was, or million dollars. 

Senator Humpnrey. You had better look that magazine over again. 

Mr. Topp. They made a terrific profit, anyway. I don’t have it 
exactly. 

Senator Humpurery. Yes, sir; I understand. 

Mr. Topp. But he tried to tell me they were existing under a loss. 

Senator Humpurey. Have you ever tried to buy from American 
Garage or American Petroleum ? 

Mr. Topp. Yes, sir. It is a policy of the Standard Oil Co. to give 
them 24-hour notice on delivery. At that particular time I only had 
3,500-gallon storage, and I was running out of gas continuously, so [ 
salled them up and I said, “T need gas right away.” 

He said, “Well, you know this is Saturday. You can’t have any 
gas, because there are no trucks going to go out except on full loads; 
6,200 gallons.” 

I said, “I can’t help that, I need gas right now.” 

He said, “Sorry.” 

So I said, “If you don’t supply it to me, I am going to break the 
contract and get it from whomever I can.” I said, “I don’t care if I 
have to put in Tydol, Texaco, Sun Oil, I don’t care what it is, I am 
going to sell gas this weekend.” 

He said, “That’s a threat.” 

I said, “Sure, it’s a threat. If you can’t supply it to me, somebody 
is going to.” 

So then I called American Petroleum and they told me that I am a 
Standard Oil station, they are my supplier, and they refused me gas. 
So then I called Haas on Clinton Avenue, Haas Esso. 

Senator Humpnurey. Clinton Avenue where? 

Mr. Topp. I believe it is Irvington; and he told me he didn’t have 
any more gas left, that he had no more trucks to send down to load. 

Senator Humpurey. Who is Haas with? 

Mr. Topp. Standard Oil. Then I called up Williams Oil Co. We 
used to have them before we went to Esso. We had Tydol and he is a 
distributor for Tydol, and they refused me gas. He said, “I can’t do 
it. I just can’t do it.” He said, “I can’t put that gas in your tanks. 
Do you realize what will happen to me?” 

I said, “Never mind; I want gas. I have got to exist. I have got to 
stay open this weekend.” 

They all refused me all the way down the line, so I couldn’t get my 
gas. 

Senator Humpurey. So you have been unable, after a direct ap- 
proach to American Garage, to get gasoline from them, even though 
they were an Esso distributor ? 

Mr. Topp. That’s right. 
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Senator Humpurery. Even though you had a contract with Esso? 

Mr. Topp. That’s right. I wouldn’t want to be held to this state- 
ment, but I believe that you have to be completely released from the 
Standard Oil Co. before the American Petroleum will put gas in your 
tanks. I am not sure what the amount of time is, but I know you have 
to be fully released before they will touch you. They came to me 
before Standard Oil, and asked me if I wanted to take their products, 
and I told them I was finished with distributors; I was going to deal 
alirect. 

Senator Humpnrey. Apparently, from other testimony we have re- 
ceived today, sir, American Garage is able to supply gas at even less 
tankwagon price than Esso. 

Mr. Topp. Being an ex-company driver, I am not going to mention 
the company, but I used to drive for an oil company, and they cart 
by what they call mills, that is so much percent of a penny. And if 
that station is selling enough gasoline, they can afford to give a kick- 
back on the amount of mills that they are getting from the company. 

I am not going to say, because I don’t know exactly how much they 
are giving. I am not going to say directly that they are giving, but 
they must be doing something. 

Senator Humpnrey. Do you have any other observations you want 
to make, sir? 

Mr. Topp. Not at this present time. 

Senator Humrurey. I want to thank you very much for your testi- 
mony. 

Mr. Topp. Thank you, sir. 

Senator Humpurey. Mr. Walter Marks. Is Mr. Marks here today ? 

(No response. ) 

Senator Humpnrey. Mr. Andrew Jandriscuits ? 

(No response. ) 

Senator Humeurey. Mr. Thomas Tudesco? 
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STATEMENT OF THOMAS TUDESCO, JERSEY CITY, N. J. | 


Mr. Tupesco. My home address is 336 Danford Avenue, Jersey . 
City. My business address is 1696 Hudson Boulevard, Jersey City. . 

Senator Humpurey. What is your supplier ? 

Mr. Tupesco. Esso Standard Oil, sir. 

Senator Humpurey. How long have you been in the service-station 
business ? 

Mr. Tupesco. Ten years, sir. 

Senator Humpurey. About 10 years? 

Mr. Tupesco. That’s right. 

Senator Humpurey. Do you lease or own your station ? 

Mr. Tupesco. I own my own property and operate it myself. 

Senator Humpnrey. And you operate it ? 

Mr. Tupresco. That’s correct. 

Senator Humpurey. Have you been at this property during those 
10 years? 

Mr. Tupesco. Yes, the full 10 years. 

Senator Humpurey. Have you been an owner and operator during 
those 10 years? 
Mr. Tupesco. Yes, sir; that’s correct. 
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Senator Humpnrey. Mr. Tudesco, what are your observations and 
experiences in this gas station, service-station business ? 

Mr. Tupesco. I made a few notations here as I heard the testimony. 
Actually, against the supplier himself I have no accusations to make, 

but they have been backward with some independent dealers, 

I would like to elaborate on this one-and-a-half-cent drop which oc 
curred some time last Friday afternoon. My tank capacity is 1,000 
gallons. I don’t sell much gas. I do some other work on the side, 
operate a parts wholesale and retail business, and I do repairs. In 
order to consume 4,000 gallons out of that tank, it will take me 10 days. 
We don’t sell much gas. 

Now, here Friday afternoon, at somewhere around 3 o'clock we got 
a tankwagon drop of a penny and a half. Thursday, the day before, 
at 1 o'clock I received close to 3,000 gallons of gas at the re ul: ar price 
of 21 cents a gallon. Now, I am stuck with 4,000 gallons for the next 
10 days, which would be approximately around next Tuesday or 
Wednesday. 

By the actions of the oil companies, the way they are raising the 
price of gas up and down, by next Wednesday the gas might be up 
again to 21 or 

Senator Humpurey. Don’t they give you any advance notice of 
change in price? 

Mr. Tupesco. They don’t. It is usually 2 day or 3 days afterward. 
The letters get lost in the mail, it seems. 

I say again the way the actions of the oil companies have been in 
the last 2 years, by next Tuesday morning I might be in a position 
where I have to buy gas again at 21 or 22. 

I have never been competitive with the fellows who have already 
received their tank-wagon price and the drop with it. So I can’t 
understand how an industry like this has such price fluctuations as 
close as 1 hour difference. 

There is no stable price at the wholesale level at all. Most other 
business, like the car industry, or even the grocer, there is an advance 
notice of an item going up. Here, within a half hour or an hour, the 
oil companies just “decided they didn’t make any money, so up goes the 
price of gas, or fuel oil. 

By the very same token, the week after they decide they made $1 
million and they don’t want to have to pay Uncle Sam taxes, so they 
give us a rebate. How can any businessman operate on a stable mar- 
ket under these conditions and run along that line, hire 3 men, keep 
them steady for the 5 or 10 years that he is in business? 

You have to lay them off 1 week, rehire them back again. That is 
one observation I have made of some of the testimony the fellows have 
given here. 

I heard today testimony by a New York dealer saying that his 
market is stable. I would like to say something to that fellow, if he 
is here. The market in New York is not stable because of the fact the 
oil companies don’t want to start a gas war. I attribute their market 
being stable to an organization which exists in the State of New York, 
and a good one. It isn’t the oil companies’ practices that they are 
nice little boys that is keeping the New York State market clean. 
They have an organization, and their organization is functioning 
correctly. That is one observation I wanted to more or less touch on. 
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That is about all I think I have, sir. More or less, mine was just 
notations I made. As I said, lam an independent dealer. They don’t 
touch me too much. I buy wholesale parts from whomever I please. 

Senator Humpurey. Do you sell oil? 

Mr. Tuprsco. I do, sir. 

Senator Humpurey. Do you get the same kind of price fluctuations 
in oil as you do in gasoline $ 

Mr. Tupesco, No; that is an unusual thing. It seems that the oil 
market is not touched in the service-station business, and it seems that 
there is no cut price whatsoever on oil. That has always been a point 
inmy mind. I hope somebody will enlighten me on that. 

Senator Humpnrey. Oil is a processed product, isn’t it? 

Mr. Tuvesco. I believe it is. I am not too well acquainted with it. 

Senator Humpnrey. It isn’t the same oil they take out of a hole 
in the ground in Texas? 

Mr. Tuprsco. Well, it is a byproduct, I would say. All the way 
down there is an awful lot of money being made, and in unscrupulous 
ways, and I have seen around me in the last 3 months many an inde- 
pendent dealer going out of business, or selling out to the oil companies. 

And I think they have a farsighted program, the oil companies. 
The program is to eventually get every independent out of business, 
and then, believe me, sir, the consumer is going to sweat it out, because 
when they come to that level—and we know for a fact they are price 
fixing. Any 12 major oil companies within a period of 2 days have 
the same tankwagon price—how that is done is beyond me. 

When they get to the stage where every independent person is out of 
business, then they will sit together on that golf course and decide 
what gasoline shall sell for in that State. 

Senator Humrurey. You said the 12 major oil companies seem to 
arrive at the same tankwagon price within 

Mr. Tupesco. A day or two, sir; and I am a pretty active boy in 
these organizations. I travel through the State, and it is a shame to 
say such a thing is existing, but yet it is done legally. I have been in 
touch with the Antitrust Division, and I have spoken to Mr. Benton. 
I have asked his opinion as to how they do it. He says there are two 
ways of doing it. Weare aware of the fact they are doing it, but it is 
done so legally, and we can’t point a finger at them and say they sat 
down in the same room and there was any collusion. That is a esi 
ness practice. 

Senator Humpurey. It couldn’t be mental telepathy, could it? 

Mr. Tupesco. Either that, or they all belong to the same golf club; 
that’s the only thing I could see, sir. 

Senator Humpurey. You have at the retail level differences in prices 
on posted prices between retailers? 

Mr. Tupesco. That’s correct, sir. 

Senator Humpurey. Have you noticed that same kind of difference 
in tankwagon price among the suppliers? 

Mr. Tupersco. Absolutely not. I heard some testimony about re- 
bates today, under-the-table dealings. 

I think the oil companies are very smart. They have set up these 
distributors to do the dirty work for them. The distributors are 
giving the discounts under the table. That is a way out for them. 
You can’t actually say that Home Oil Co. or B. & F. Oil Co., which is 
a Calso distributor, is giving the rebate to the dealer. But you can 
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go back to the California company which has now taken over Calso and 

say that they are the culprits. ‘They find distributors to do their work 
for them, so, leg rally, they are within their rights. It is a manipula- 
tion of intelligence. Wherever there is a law made, there is a lawyer 
to try to break it. 

I want to go back to how these distributors work. I happen to have 
two of them I have turned in to the State for prosecution. I had 
photostatic copies made of it. How do you get your penny and a 
half off, I asked the dealer. He said, “Il am going to tell you, you are 
u pe fellow. I buy my pumps, my tanks.” 

said, “Come on, tell me the truth, where do you buy them? Where 
P. you get this money to buy them? I can’t buy them. 

He said, “We buy them for a dollar. We become possessors of the 
tanks. That gives us the privilege to get that penny or penny and a 
half off, because we own the equipment.” 

That is how some of these distributors are working. 

Now, they must definitely be getting a price where they can give 
these 2 or 3 cents away. They must be buying the product much 
cheaper than we are, a lot cheaper. It is not just the basis, the way 
it works on 18 cents a gallon. They must be working on a 3- or 4-cent 
a gallon gross protit. They can atford to give 2 cents off. 

Those are the tactics that the oil companies use. I say they are gen- 
tlemen, but they are also businessmen. Outside, they are the nicest 
guys in the world, but they are going to try to beat you when it comes 
to business. When we are inside those rooms, no holds are barred, 
everybody on theirown. That’s about all I have got to say, sir. 

Senator Humpnrey. You told me you were in the parts business. 

Mr. Tupesco. Yes, definitely. 

Senator Humpnrey. Do you get price fluctuations in parts? 

Mr. Tuprsco. Not too much, unless you do mass buying, you can 
make deals, but not on fair-trade products. I happen to be a dealer 
for the Anderson Brake Co., which I am sure you are well aware is one 
of the finest companies. They believe thoroughly in fair trade. We 
signed three contracts before we were allowed to job their product. 
And the product, let me say, is outst: nding, the men behind it are out- 
standing. They cover you for floods, insurance, et cetera. That is 
the reli ationship between an outfit like that and the dealer. 

Now, if the oil companies would only come to that conclusion and 
also work with us like that, there would be that close harmony where 
1 could come here and say to you today, sir, the oil companies are nice 
fellows, they are out to let us make a living. They call us one happy 
family, I heard today. If we are one happy family, we must share. 
At least, give us a bit to eat with. 

Senator Humpurey. Do you get advance notice of price changes on 
your parts ¢ 

Mr. Tupesco. On parts, we definitely do, sir, about 2 to 3 weeks. I 
handle United Motors and Chrysler products, which is Auto-Lite, 
and we do get advance notice. The clean outfits do a thorough job, 
but the oil industry, I am sorry to say, their tactics are unlawful. 

Senator Humpurey. Now, when you bought this gasoline for your 
tanks the day before the price dropped, didn’t the ¢ ompany give you a 
sort of correction? Didn’t they give you a rebate ? 

Mr. Tupvesco. Definitely not. 
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Senator Humpnurey. Measure the amount of oil or gas in your 
tanks ¢ 

Mr. Tupesco. No, sir. I received a load at 1 o’clock Thursday. 
Some of the dealers, naturally, get on the phone, and we get wind of 
these things. I tried to hold the truck driver up, and said, “I under- 
stand that gas went down.” He says, “We haven’t got any such 
orders.” 

I was thinking of putting a fast one over and taking something 
like a thousand gallons, but I knew there would be a stiff fight, they 
wouldn’t drop the gas for a thousand- gallondrop. They w: anted three 
or four thousand gallons. To them it means money. So I took it, 
and I am looking for a card which is to notify you of the new price. 
It didn’t arrive until Monday afternoon. 

Senator Humpurey. You mean that you didn’t receive notice from 
your supplier ¢ 

Mr. Tupesco. Absolutely not. 

Senator Humeurey. Of the change in price / 

Mr. Tuprsco. Absolutely not, sir. 

Senator Humpnrey. Until after the price had changed ? 

Mr. Tuprsco. I don’t think there is one dealer in this room could 
say he gets his card a day or two before. 

Senator Humpnrey. Why don’t they send telegrams? 

Mr. Tupesco. I don’t know. They usually do for dinners and 
dances, when they want to get you there to buy, but they don’t do it 
when it comes to prices. 

Senator Humpurey. Is it a business deductible expense ? 

Mr. Tupesco. It doesn’t seem to operate like that. When it comes 
to a meeting where they have to sell TBA—believe me, I received a 
telegram last Monday morning to attend a meeting. 

If they can send telegrams out to dealers to come to a meeting and 
then feed you at that meeting, I am sure that a telegram notifying you 
of a change in price—and knowing what duress we work under, we 
work so close that $60 to $70 to every one of us means a lot of money. 
On this load here I lost $60. 

If this rebate’ holds up another week, m: iybe Tuesday I will buy 
cheap gas. If it doesn’t, I am back in the same hole. I had no advan- 
tage on that 114-cent drop. 

Senator Humpurey. Your association undoubtedly is taking this 
matter up with the producers and with the suppliers of price notice? 

Mr. Tupesco. Sir, we have tried everything. We have gone to 
Washington and hired a Mr. Smith to try to arbitrate these things. 

On the Governor’s suggestion, we hired this Mr. Smith, who is a 
Federal attorney in Washington, tried to arbitrate with Esso Standard 
Oil, tried to induce them to go on fair trade. 

We have tried legislation. The Governor read them off one after the 
other yesterday, and I want to make a correction, when he said that 
6.7 is price-fixing. The law in 1938 read, in that motor fuel book on 
laws and agenda for the State, that no gasoline dealers shall sell gas 
for tankwagon price less than cost of operation. 

We took a Dun & Bradstreet report on this 6.7 when it was put into 
this bill 344. That wasn’t our version of what we needed. It was a 


Dun & Bradstreet report of a survey made in 3 States, of 358 service 
stations. 
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If a corporation like that, which is known throughout the world, 
gives you a statement like that, and that is in 1953, and later on when 
we cooperated and asked some of them, when we called up and said, 
“Is that the price today ¢” they said, “Under the conditions today, we 
think you need more than 6.7 to operate a station succe ssfully and get 
a return on your investment.” 

That figure of 6.7 did not come out of thin air. It was put there spe- 
cifically. They are asking for a determination by a concern that is 
reliable, an accounting concern, and what our figure is. 

We give them a figure, incorporated in bill 344. Yet the legisla- 
ture and the newspapers all condemn us for price-fixing. 

To the newspapers I want to say one thing: How would they like it 
if we bought their papers wholesale, put them in our stations, and sold 
them at three cents apiece? Would you think that would be proper 
And do away with the business of these stationery stores that are re- 
ceiving your papers and selling them? We can do that, and I bet 
you would be the first ones to scream about price-fixing. We can do 
that. We are in the same category you fellows are. 

Senator Humpnrer. These are the reporters. 

Mr. Tupesco. I know. That I wanted to get in the record. I don’t 
condone or condemn them to that extent. I know the newspapers’ 
bread and butter comes from the oil company advertising, I under- 
stand that thoroughly, and maybe they are a little strapped. But give 
us a break. Look at the facts as they are given to you and report them, 
please. 

We are all human beings and we like to make a living. We have 
children to support. We want to bring them up in a better world. 
I was looking forward to putting my son and my children into this 
business, and increase it. But, I am so scared now, I don’t know, 
1 am looking forward to getting into something else. There is no 
future in this business for anybody. 

That is all I have to say, sir. 

Senator Humpnurey. You have said it very well, sir. I mean that 
very sincerely. 

Mr. Tvpesco. Any questions, sir? 

Senator Humpnrey. I think we have asked you about all the ques- 
tions that were needed to be asked, in terms of your testimony. 

I would surely lke to suggest—I am sure it has already been sug- 
gested, but just by way of repetition to the association representatives 
here, the officers—it seems to me that on price quotations, that a certain 
amount of advance information ought to be available, and they ought 
to press for it from the companies. 

I was just thinking—I visited our own business about 3 weeks ago 
when we changed the price of some chemicals. We are just a sm: all 
outlet, just a retail store. We had a telegram from the chemical com- 
pany telling us there was going to be a change in the price of certain 
chemicals. We do processing from their products. I am sure the 
large companies themselves can send telegrams, telling them about 
the : change in crude oil prices, at least give some advance notice. 

This is only a matter of common decenc y, that if a retailer is going 
to be subjected to fluctuation in prices, that the wholesaler or the 
manufacturer or is, Sra ought to arrange for his change in price at 
such a time that all people can have time to receive advance notice. 





166 GASOLINE PRICE WAR IN NEW JERSEY 


May I say, if you were subpenaed before a committee of Congress 
or were to appear before a court of law and had not received advance 
notice, you could not be held in contempt. You are supposed to give 
notice—we are supposed to give witnesses notice in plenty of time so 
they can arrange to be there. 

That is nothing but fair-play rules that you apply to just good 
living practices. I know there are oil representatives here in this 
audience today. It only seems just and fair to me that, if the mail 
service doesn’t get the card in time to deliver to the operator—and, 
may I digress to say it takes longer all the time to deliver the mail. 
We have got some people who don’t seem to realize the post office 
business has grown, too; mailmen can only get it there so fast and 
deliver it so fast—there are other ways to do it. There are telephones, 
there are telegrams, there are many ways of being able to notify people 
of changes which mean a great deal to them in terms of volume sales. 
That is my view, sir. Thank you. 

Mr. Tupesco. I would like to thank this committee for the wonder- 
ful work they have done. Many of us dealers came here Monday morn- 
ing, I think, feeling a little disheartened. Sir, I would like to com- 
mend you. You have done a wonderful job, you especially, Senator, 
and Mr. Jehle. I know how hard Mr. Jehle worked in this field. 

Senator Humpnrey. I want to say my father before me was for 
fair-trade practices, if not fair-trade laws, and I am really interested 
in independent business enterprise to the point that I want to see the 
right of a man to own something of his own, and maybe have his 
children grow up in his own business, to have something to live for 
and to live with. 

And I am unalterably opposed to what I consider to be this tend- 
ency to gobble up one little industry and one little business after 
another, all in the name of power. And the duty and the purpose 
of the Senate Committee on Small Business is to see that that doesn’t 
happen, if it is within our power to do so. 

I regret to say we have been fighting a losing fight for quite a long 
time. We are in about the same position you are, but we are just 
about as stubborn as some of the witnesses we have had here. We 
will put up a good hard battle. 

Mr. Tupesco. I want to say thank you again, and if you want any 
cooperation from our association, we are at your disposal. 

Senator Humpurey. Thank you very much. 

There is one other witness, and then we are going to conclude the 
hearing. I believe his name is Mr. George A. Sporn. I had a tele- 
gram this morning from Mr. Sporn. 


STATEMENT OF GEORGE A. SPORN, FAIRLAWN, N. J. 


Mr. Sporn. Prior to my coming here, sir, I understand you read 
the telegram, and I wish to thank you. 

Senator Humpnurey. I did, sir. Would you give your full name 
and address, and identify your association. 

Mr. Srorn. George A. Sporn. My home address is 23 Sanford 
Road, Fairlawn, N. J. My business is the Radburn Esso Service- 
center, 22-20 Fairlawn Avenue, Fairlawn, N. J. 

I have been the president of an organization known as the Esso 
Dealers of New Jersey, Hackensack District. 
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Senator Humpnrey. Are you an oil station operator? 

Mr. Sporn. I own my own business, sir. 

Senator Humpurey. Do you manage it and operate it? 

Mr. Sporn. Yes, sir. 

Senator Humpurey. How long have you been in this gas service 
station business ? 

Mr. Sporn. From the time I first started, 25 years ago. 

Senator Humpurey. This has been your life’s work, in other words? 

Mr. Sporn. Yes, sir. 

Senator Humpnurey. Your present supplier is? 

Mr. Sporn. Esso. 

Senator Humpurey. Have you been with Esso for quite a period 
of time? 

Mr. Sporn. All of the time I either worked for them as an em- 
ployee or manager, and then I leased a station from them. I went 
into the service. 

Mrs. Sporn, who is with me today, operated the station for 4 years. 
I returned from the service and bought my own property and built 
my own business. 

‘Senator Humpurey. What has been happening in your business, 
Mr. Sporn ? 

Mr. Sporn. My business is a very fine business, one of the finest of 
its type. However, I don’t know what a normal business is. If I 
were to tell you what type of business I should do, I couldn’t give you 
the answer. I couldn't give you the answer because we haven’t had 
anything such as a normal market. We have played the touch-and-go 
system with the market. I operated my business on what I thought 
should be a legitimate profit, legitimate according to what my account- 
ant considers a fair margin of profit for me to operate under. 

And we watch our profit and loss statements very carefully, and 
I would like to deviate a moment when I talk about gasoline and the 
service-station business, because it isn’t only gasoline that we are in- 
terested in; it is all phases of the service-station business. But gaso- 
line is the prime item for sale in our business, From the days that 
I first learned this business, everything that we sell works on a ratio 
basis, based on the gasoline sales. 

The number of gallons of gasoline you sell, you sell the number 
of gallons of oil, supposedly, the number of gallons of greases or lubri- 

cation jobs, tires, batteries, automotive accessories, and all the other 
items that you handle. However, if you don’t do that gasoline business, 
the rest of your business falls off. 

And now I get back to how we run our business. I mentioned it is 
a touch-and-go business. One minute we are up here, where we think 
we are doing a fairly good business, and several months later we are 
way down because competition is such that they are taking business 
” ay from us. So we meet competition. 

I did a little experimenting this past spring and summer, and I 
decided I wasn’t going to meet competition any more, I was going to 
go below competition wherever necessary and possible, and still main- 
tain my business. And in doing so, I multiplied my gallonage, and 
with the multiplication of that gallonage I also increased my other 
sales. 

And I found out that I can do very well at lower prices, better than 
I could at a medium price. Therefore, it is either that you have to 
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have a very good profit in your business and do what is considered 
a normal business, or you have to have a very low profit and do a 
very high volume of business. 

I am a Rotarian, and in Rotary there is a saying, “He profits most 
who serves the best.” The word “service” has just about gone out of 
my business because we have gotten into a high-volume business, based 
on a low price. We have gotten into the filling-station category. We 
have gone backward. And, in doing so, the customer thanks us for 
the sale instead of us thanking the customer. 

But we are still able to maintain a good business. We are stealing 
it from someone else, I believe, in order to do that volume. Every 
service station that is strategically located on arteries near State lines 
is stealing the business from other States. 

You will go along Route 4, near the George Washington Bridge, 
and you will see, “6 cents below New York prices. Buy here.” It 
is our attempt in this business to be thieves, I believe, in that re- 
spect, to take it away from the other fellow, but it is the survival of 
the fittest. 

I would much rather operate under a fair margin of profit, all things 
being equal, and get back to a service type of service business where 
you and all the other ladies and gentlemen could come into my place 
of business and enjoy getting the service which we have rendered 
over a period of years. But we are not able to do it any more because 
of the type of competition that we have had to meet. 

The people initially come from the home in which they live, and 
the home which is in their hometown, and either buy their products 
at their hometown station or go out on the highway to buy them, 
wherever they see fit. 

But the public is concerned mainly today with price, and only for 
the fact that we have proven it to ourselves do we now consider price 
an important factor. It can’t be done in every location, and when 
you have 10,000 service station dealers in the State of New Jersey, 
the majority of those are going to suffer because of the few who can 
survive on a price condition, 

I consider the product that we sell more now as a leader item rather 
than a product that we attempt to make money on any more. It is 
just an item that we sell to get people to come into our place to buy 
other products, but they do not get the service that goes with all the 
products that we enjoy selling. 

Senator Humpnrey. Mr. Sporn, you are very familiar with the 
total operation of the service station enterprises in the State. You 
have had years of experience. You operate a very fine business. What 
do you recommend as a means of bringing some better degree of 
stability and orderliness into this highly competitive enterprise, of 
which you are a member ? 

Mr. Sporn. I feel that we have to do this on a Federal level. The 
attempt to do it on a State level has failed. 

I have made many trips down to the State legislature. I have seen 
the goings on. The attempts have all failed. 

Whatever comes out of this has to be done on a Federal level. There 
are no lines of demarcation any more, such as rivers, toll bridges, or 
State lines. This should be universal throughout the entire country. 
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This is not a local situation, as far as this State is concerned. You 
are investigating this, I believe, all over the country, and it must be 
taken care of in such a manner. ti 

Senator Humpnrey. I would like to say that this State has exceeded 
some others in the virulence of the attack. There are many degrees 
of price cutting, and of price wars. You have developed them to a 
fine art. ' : 

Mr. Sporn. Well, as I said before, it is the survival of the fittest. I 
think the figure last year by your committee, as I read it, was 58 per- 
cent failure in the State of New Jersey, or turnover, which is a high 
mortality, extremely high. 

Senator Humpurey. Have you ever approached the companies, Mr. 
Sporn, to see if something couldn’t be done to have a uniformity of 
price scheduling on tank-wagon price, with none of these concessions, 
rent deals, kickbacks, rebates, and so forth ¢ 

Mr. Sporn. No, sir; we have never approached them on that basis. 

However, we approached them originally on the discussion when 
we talked about fair trade several years ago, and we were invited into 
a conference in New York to discuss why Esso Standard Oil would 
not put their product under fair trade again, such as they had it 
under for 12 years. And they gave us the answer that they were 
putting their dealers under an undue strain where they would put 
them under fair trade and the next oil company would not. 

That is fair, in their thinking. If Esso wanted to do it and Texaco 
did not want to do it, it was putting the Esso dealers in a bad position 
by having to sell the product at the established price. 

But we talked about many things, and the story again was that it 
is a free market, and it will continue to be a free market, and that the 
dealers have to figure this out for themselves. And only through 
strong dealer cooperation and dealer associations, perhaps, could 
this be done. 

Senator Humpurey. Why is it only free on top? I mean, there 
seems to be a lot more flexibility on price structure at the retail outlet 
than there does at the wholesale outlet ; I won’t say only on top. 

Mr. Sporn. I don’t know anything about the wholesale business 
because I am not in it, but I know that, when the wholesale price 
changes on their level, within 24 or 48 hours all the companies are 
selling at the same wholesale price. And I question it, just like you do. 

When Socony Vacuum or Mobilgas jumped the price 1 cent a gallon 


a couple of months ago, everybody went up to meet them. 
meeting competition. 


not going up to meet it. 
Now, the cost involved in 1 type of operation in 1 company I don’t 
believe affects the other companies within 24 hours, but it seems to. 
But to get 10,000 service station dealers, or 8,000, or 5,000 station 
dealers, to post a similar price within 24 hours has been impossible. 
Senator Humpurey. Any questions, Mr. Jehle? 
Mr. Jenue. Yes. 
Mr. Sporn, as president of the New Jersey Esso Dealers Association, 


have you discussed with the Esso Co. the problem presented by the 
American Garage operations? 


That is not 
Meeting competition is going down to meet it, 
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Mr. Sporn. No, sir. In our area we do not have that company 
operating. 

Mr. Jeunwe. Isn’t your organization statewide? 

Mr. Sporn. No, sir; it is in two counties in a particular district. 
We did attempt to spread ourselves throughout the State, but received 
no cooperation from other Esso dealers at the time. 

Mr. JeHie. What does your personal experience show you? Are 
price wars prolonged by the payment of these voluntary allowances ? 

Mr. Sporn. I say yes. I have repeatedly stated that I think the 
suppliers should never get into a price war on a retail level. Their 
price is strictly on wholesale; that is their concern. 

And the minute they start jockeying prices with voluntary allow- 
ances or rent rebates, or whichever way they do it, they are inviting 
trouble on the retail level, because the minute they have given a con- 
cession, that price has nosedived on the same concession, or the same 
amount of the concession that they have given on a wholesale level. 
They have dropped it 1 cent or a cent and a half, or 5 mills, or what- 
ever it has been; the retailer has likewise gone down that same amount, 
practically every time. He has not taken a concession. 

Senator Humpnurey. Mr. Stults? 

Mr. Struts. Following through there, Mr. Sporn, you would say 
that it would be inevitable that, even with divorcement, if that were 
in operation, or if no concession were given, there would be sporadic 
price wars breaking out where a new man tried to break into a market, 
trying to get some sort of a clientele, but that would soon fade 
away and would be succeeded, perhaps, with another little outburst 
in some other part of the State, but it would not spread—it would not 
continue in the manner it does now, where the concessions are given 
and the various rebates are engaged in? 

Mr. Sporn. That’s correct. 

Senator Humpurey. Congressman Williams? 

Mr. Wiuui1aMs. I don’t have any questions, Senator, but I would 
like to make an observation. 

Senator Humpnrey. Please do. 

Mr. Witu1ams. I know our community is very, very glad that you 
brought your committee here, because this is the center of unrest and 
trouble in this industry, and we are all hopeful that the Senate sub- 
committee that you are chairman of will find a solution, and I want 
to thank you for being here and giving us this opportunity. 

Senator Humpnrey. Thank you very much. 

Mr. Sporn, we appreciate your testimony. 

The hour is getting a little late. I believe that we have had a rather 
good cross section of testimony from the operators. 

We have heard from the State officials. We had good philosophical 
and ethical advice this morning from Father Smith. 

We want to extend our appreciation to all of you who have cooper- 
ated. I want to encourage the dealers to feel free to keep our sub- 
committee informed. Any letters that you would like to send will 
be regarded, of course, as personal communications for purposes of 
information. Any affidavits that you may want to file with the 
committee, address to the Senate Select Committee on Small Business, 
Washington, D. C. 

You don’t need to remember any other names, to be frank about it. 
If you wish to, you can send them to Senator Hubert H. Humphrey— 
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that is my name—Washington, D. C., but I would prefer that they go 
directly to the committee, because we have a rather substantial staif on 
the full committee, as well as the subcommittee. Only part of that 
staff is here, as you can well imagine. The director of our staff, Mr. 
Stults, is here, who is a native New Jerseyite, or at least one of your 
most active and prominent citizens. We have two of our other staff 
members here. They are Mr. Flynn and Mr. Jehle, who are both 
attorneys 

As I have indicated to you before, we are working closely with your 
Federal agencies, the Department of Justice, the Federal Trade Com- 
mission, and your State agencies. I do hope that those who are 
here, who are engaged in these associations, will have profited some- 
what from these hearings in terms of trying to do some voluntary 
work in this area. 

Of course, you have tried it again and again. Who am I to be 
reminding you again‘ But it seems to me that the large operators 
I mean the large producers, the big companies, should have a keen 
interest in the respect for which they are held in the business com- 
munity. 

I heard a good deal of testimony tod: ay, and I have heard it on the 
other occasion of our hearing in Washington, testimony that is adverse 
in terms of sentiment and attitude toward the producers, the refiners, 
and the suppliers. I am sure that the witnesses did not want to have 
it that way, but it is the feeling of frustration, fighting back to try 
to exist. 

It seems to me that there is a meeting ground here between the 
suppliers and the retailers, to see if something can’t be done to rectify 
these practices that, perhaps, are just a little bit beyond the law but are 
not exactly illegal. 

There is a lot of difference between illegality, on the one hand, which 
is in a sense a criminal action, and one that is just wrong. A crime 
is what the law saysisacrime. Lots of things are wrong that are not 
listed in the law. 

And there are practices which are engaged in, which go beyond the 
law, or at least circumvent it. And, in a sense, if they are not unlaw- 
ful, they are immoral, or at least they are unethical. 

It seems to me something ought to be done about that; you should 
be able to do something about it. We surely intend to ask the suppliers 
concerning these questions. 

I can’t “get over the testimony that I heard here today from the 
New York area, an area so close to you geographic ally and culturally, 
economically and socially. You are all part of the same economic area. 
and yet in one area there is one kind of treatment, and in another 
area there is another kind. 

It appears to me that that is a pretty good clue that there could 
be a cleansing of these very unfortunate prac tices that are being en- 
gaged in here in the State of New Jersey, as in some other States. 
I am not selecting New Jersey. We have the same problem, as | 
indicated, in my home State, at least momentar ily. I would hope that 
the companies give very serious consideration to that, and I would 
hope that the associ iations would also be as concerned as the com- 
panies are over ethical practices. This is really something you have 
to sort of firm up and see what can be done. 
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We will do our part under the law. If there is a new law that 
needs to be recommended, this subcommittee will so recommend to 
the full committee, and the full committee will so recommend to the 
appropriate legislative body. That is our function. 

I think, unless there are any other comments, I want to express 
the appreciation of the Senate Select Committee on Small Business 
for your cooperation. I want to assure you that your confidences are 
respected, that your cooperation is appreciated. We are here to repre- 
sent the Government, and that is a great responsibility. 

As I said at one time before, the duty of government, its basic duty, 
is to give justice. That is what we are seeking to give, to try to find 
the answer to that. 

Thank you very much. The meeting is closed. 

(Whereupon, at 3:30 p. m., the subcommittee adjourned.) 
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FEBRUARY 16, 1953. 
To The Honorable Alfred E. Driscoll, 
Governor of the State of New Jersey: 
To The Honorable Members of the Senate and the General Assembly of the State 
of New Jersey: 
SIRS : 

We, the members of the Gasoline Study Commission appointed by you in 
February of 1952 to study the gasoline industry in the State of New Jersey, with 
particular reference to the factors governing the fixing of prices of gasoline to 
the public and any related matter, have the honor and privilege of transmitting to 
you herewith our report. 

Sincerely, 

(s) Wayne Dumont, Jr. 
WaYNE Dumont, Jr., Chairman. 

(s) Vincent E. Hull 
VINCENT E. HULL. 
Bruce A, WALLACE. 

(s) Marie F. Maebert 
MARIE F’, MAEBERT. 

(s) Andrew A. Salvest 
ANDREW A. SALVEST. 

(S) Elvin R. Simmill 
ELvIn R. SIMMILL. 
ALBERT F. HOWARD. 

(s) Otto L. Straub 
Ortro L. STRAUB. 


ASSEMBLY CONCURRENT RESOLUTION NO. 7 


A CONCURRENT RESOLUTION establishing a commission to study the gasoline industry 
within the State 


WHereas, A gasoline study committee was appointed in August, one thousand 
nine hundred and fifty ; and 
WueEreEas, Said gasoline study committee filed its report on June fourteenth, 
one thousand nine hundred and fifty-one ; and 
Wuereas, A further study of the factors governing the fixing of prices of 
gasoline to the public is now desirable; now, therefore, 
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BE IT RESOLVED by the General Assembly of the State of New Jersey (the Senate 
concurring): 

1. There is hereby established a gasoline study commission to consist of nine 
members, three to be appointed from the membership of the Senate by the Presi- 
dent thereof, three to be appointed from the membership of the General Assembly 
by the Speaker thereof, and the remaining three members to be the members of 
the gasoline study committee appointed in August, one thousand nine hundred 
and fifty. 

2. The Commission shall undertake a study of the factors governing the fixing 
of prices of gasoline to the public and any related matter and upon completion 
of its study shall forthwith report its findings, conclusions and recommendations 
to the Legislature. The members of the Commission shall elect from among 
their number a chairman and a secretary. The members of the Commission and 
the officers thereof shall serve without compensation. 

3. The Commission is authorized to hold hearings in different parts of the 
State and is empowered by its subpoena to compel the attendance of witnesses 
and the production of any books, papers and public and private records and 
reports, and obtain all factual information which shall be necessary to a com- 
pletion of its study and furnishing of its report, and may call upon any State 
agency to furnish it with such assistance as it may require. 

4. This concurrent resolution shall take effect immediately. 


I. CREATION, ORGANIZATION, AND PROCEDURE OF THE COMMISSION 


Pursuant to Assembly Concurrent Resolution No. 7, introduced by Mr. Sim- 
mill and Mrs. Maebert in the 1952 Legislative Session and passed in February 
of 1952, the Gasoline Study Commission was created, to consist of three mem- 
bers of the Senate, three members of the General Assembly and three mein- 
bers of the Gasoline Study Committee appointed by the Governor of New 
Jersey in August of 1950. 

The Commission was directed by the resolution to study the factors governing 
the fixing of prices of gasoline to the public and any related material and 
was authorized to hold hearings and to compel by subpcena the attendance of wit- 
nesses and the production of any papers, records, and reports necessary for com- 
pletion of its study. Although the resolution contained no appropriation of 
funds for the work of the Commission, it did permit the use of any State agency 
to furnish such assistance as might be required. 

The Commission held its first meeting on February 20, 1952, and organized 
by the election of a chairman and a secretary. Thereafter throughout 1952 
ten hearings, including two public hearings, were held, and a total of 57 witnesses 
appeared before the Commission. All testimony was taken under oath and was 
transcribed. In only a few instances was it necessary for the Commission to 
use its subpeena power to compel the attendance of witnesses, the numerous 
exhibits were voluntarily introduced into evidence. 

The Commission never considered its mission to be solely a study of price 
fixing, but rather one of surveying the operation of the entire gasoline industry 
in the State of New Jersey, with a view to correcting—if it appeared necessary 
and desirable—by legislative recommendations, any practices which might be 
found to be injurious to the best interests of all the people of New Jersey. Keep- 
ing in mind that the paramount obligation owed by the members of the Com- 
mission is to the citizens of this State, every effort has been made to be fair 
and not to show preference to any one phase of the gasoline industry in New 
Jersey or to any one group of people by recommending unnecessary or unde- 
sirable legislation as a panacea or cure for the alleged ills of the industry. 

Special attention has been directed in this examination to the plight of those 
New Jersey citizens—small-business men—who own or operate the retail outlets 
in this State. The problems of the retailers and of all other phases of the 
petroleum industry have been carefully and fully reviewed both from the view- 
point of serving the best interests of the vast army of consumers of a commodity— 
gasoline—which has become a necessity in modern living and from the view- 
point of recognizing the difficult and important position of the small-business 
man in an industry dominated by giants. 

Of the 57 witnesses who appeared before the Commission, seven represented 
three different State-wide organizations of retailers, of which the principal one 
was the New Jersey Gasoline Retailers Association ; 12 were individual retailers 
either operating or both owning and operating their own service stations; 
seven testified on behalf of five small companies known in the industry as in- 
dependent wholesalers, distributors or jobbers; and the remaining 31 were 
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either officers or attorneys of 12 of the major oil companies doing business in 
New Jersey. 

The members of the Commission desire to acknowledge with deep appreciation 
the fine cooperation of these witnesses and their constructive contributions to a 
better understanding of this complex industry. The members also wish to 
thank most gratefully the stenographic assistants made available to this Com- 
mission for their competent and faithful service. 


Il, THE PETROLEUM INDUSTRY IN NEW JERSEY 


Consideration of the petroleum industry witbin the physical boundaries of a 
single State is made more difficult by the fact that this is an international busi- 
ness of frequently huge proportions. It was, therefore, necessary for the mem- 
bers of this Commission to devote a considerable amount of time and effort 
before acquiring an even elementary grasp of the subject matter and the issues 
involved. 

This is an integrated industry. The major oil companies’ testimony disclosed 
that starting with the oil wells, where the crude oil is produced, and continuing 
through the refineries, the transportation facilities such as tankers, tank cars 
and pipe lines, the bulk storage plants and the distribution therefrom to the 
retail outlets, the parent companies by themselves or with the help of their 
subsidiaries control the situation. As will be pointed out later in this report, the 
major oil companies also exercise a large amount of control over the retail out- 
lets. It should be emphasized that this control is not necessarily bad and that 
in many instances it has resulted in increased efficiency of operation and in 
making gasoline and allied petroleum products available to the millions of con- 
sumers at reasonable prices. However, this integration distinguishes the petro- 
leum industry from most other kinds of business. 

Over the years there has been a gradual evolution from the oldtime “split” 
stations, where a dealer would offer at retail several different brands of gasoline 
at the same station, to the modern one-brand stations of expensive construction. 
The major oil company testimony emphasized that this was a natural trend 
brought on by the desire of the average motorist to purchase gasoline of a par- 
ticular brand in a station which dispensed only that brand and which was not 
physically unattractive by reason of having pumps of various colors, sizes, and 
shapes. Although some dealers indicated that competition had been curtailed 
by this trend rather than increased and improved, they seemed to agree that 
the one-brand type of service station is here to stay. 

This evolution. among other things, has actually resulted in a decrease 
in the total number of retail outlets in New Jersey. In 1941 there were 11,300 
licensed retail outlets in this State; in 1951, 10.605 licensed retail outlets. As 
modern service stations grew in number, consumers shifted their demands from 
the small outlet, such as those which used to prevail in front of rural grocery 
stores, to the more elaborate neighborhood and highway stations offering many 
additional services and products besides gasoline. Also indicative of this trend 
has been the appearance in recent years of multipump stations with several 
islands of pumps. The retailers for the most part condemned this innovation 
as not being efficient because not usually responsive to the demand at a par 
ticular station and also because not supplying the “personal touch,” character- 
istic of the small-business man. However, the major oil companies are planning 
continued experimentation with this type of station in order to meet the com- 
petition of a few independent operators selling “unbranded” gasoline at multi- 
pump service stations along some of the busier highways in New Jersey. 

Although there are over 10.000 licensed retail outlets in New Jersey, it was 
testified that only about 6,400 are classified as gas stations—that is, stations 
where the greatest percentage of profit is derived from the sale of gasoline. The 
balance of retail outlets consists of stores, garages, backyard pumps where an 
employer sells some gasoline to his employees and a few other kinds of dispensing 
agencies. 

The Commission found several variations in the ownership and operation of 
service stations: 

(1) Company owned and operated for training or rehabilitation purposes : 

(2) Stations owned by the major oil companies and leased to dealers: 

(3) Station leased by major oil companies and sublet to dealers: 

(4) Stations rented to dealers by owners or lessors other than major oil 
companies and operated by those dealers; and 
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(5) Stations owned and operated by dealers. 








176 GASOLINE PRICE WAR IN NEW JERSEY 


The testimony of the representatives of the 12 major oil companies appearing 
before the Commission indicated that a total of 35 stations should be considered 
in the first category above and that those stations were staffed by company-paid 
employees either as training stations or for purposes of rehabilitation. It is 
difficult to break down exactly the specific numbers of the next two classifica- 
tions but it would appear that approximately 3,500 service stations in New 
Jersey are either company owned and leased or company leased and sublet. In 
many instances the leases involved are of the two- or three-party type usually 
involving financing by banks which are willing to furnish money for construction 
purposes on the security of payment that only a major oil company lease as dis- 
tinguished from an individual retailer’s lease can provide. The Commission 
would estimate that the fourth and fifth classifications would not together con- 
stitute more than 40 percent of all of the service stations licensed in New Jersey. 


Til. ARE THERE TOO MANY SERVICE STATIONS IN NEW JERSEY? 


The testimony on this point was conflicting. It has already been noted that 
the number of licensed retail outlets in New Jersey has decreased during the 
past decade whereas the total gasoline consumption, the average number of 
gallons sold per outlet and the automobile registration have all increased con- 
siderably. Moreover, as previously mentioned, there are about 6,400 licensed 
service stations and retailers, the balance of approximately 4,000 retail outlets 
consisting of other types. The retailers and their organization representatives 
testified that there are too many service stations in New Jersey and that con- 
tinued expansion on the part of major oil companies was throwing the gasoline 
supply out of proportion to the demand at least in certain areas of the State 
and that this action materially helped in the precipitation of price wars. 

It was the opinion of the major oil company representatives, on the other 
hand, that even if it were conceded that there are too many retail outlets of all 
kinds in New Jersey, there are probably not enough good service stations and 
that their policy of expanding into new or additional areas would depend upon 
whether a survey of the economic conditions involved warranted in their opinion 
the construction of new service stations. 

One witness stated that the major oil companies had saturated certain sec- 
tions of the State with service stations, and he proposed a study of the licensing 
of retail outlets. He also cited examples of regulating the number of service 
stations by municipal ordinance. 

A number of examples were presented of two or more dealers selling the prod- 
ucts of the same company and being in competition with each other although 
distant only the width of a highway or a few hundred feet from one another. 
While such a practice would not appear to be very sound or reasonable, this 
Commission believes that it can be adjusted by better relations between the 
major oil companies and their respective retailers and that there is no necessity, 
nor would it be in the public interest, to recommend the regulation of the number 
of service stations by legislation. 


IV. A COST SURVEY AS CONCLUSIVE EVIDENCE OF RETAIL PRICES 


One of the two principal proposals advanced by the New Jersey Gasoline Re- 
tailers Association was for legislation to require that a survey be conducted to 
determine the average cost of operation at the retail level. 

In support of this proposal the association president contended that independ- 
ent retail dealers operating stations which they lease from owners or lessors 
other than major oil companies or owning and operating their own stations 
could satisfactorily conduct their business at a margin of 5.8 cents per gallon 
(that is 5.8 cents above the tankwagon price of a gallon of gasoline charged to 
them by their suppliers), whereas a company owned and operated station, con- 
fronted with pension plans, fringe benefits, and other items of expense not affect- 
ing independent retailers would be forced to operate at a margin of no less than 
six to nine cents above its supplier’s tankwagon price; that the small-business 
man operating his own station and endeavoring to provide for his customers the 
best products and service at the lowest possible prices is more interested and 
would be more competent to handle gasoline at the retail level than a salaried 
employee of a major oil company; that this plan would not guarantee an income 
to every dealer, but would compel individual retailers who have been operating 
above the average cost to reduce to the average or be eliminated from the busi- 
ness; and finally that this would not be price-fixing, but rather an orderly play 
of economics resulting in savings to the consuming public. 
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This spokesman reviewed the precedents for such legislation in Michigan and 
Massachusetts but indicated that the kind of survey he recommended in New 
Jersey would differ from those in that the findings of average cost would become 
conclusive evidence of the minimum prices rather than merely prima facie evi- 
dence as in those States. He stipulated that the cost of such a State-wide 
survey in New Jersey would probably approximate $15,000 and that it could be 
conducted by some competent and impartial firm. He suggested that this cost 
could be borne by his association, but that a survey to have any weight would 
have to be authorized by appropriate legislation. 

In advocacy of a cost survey, several references were made to the fair-trade 
legislation in New Jersey which resulted in the stabilizing of retail prices for 
more than a decade by requiring that on the resale of branded products either 
the manufacturer or wholesaler could make a contract with one retailer in the 
State by which contract the retail price was established. Then the manufac 
turer or wholesaler gave notice to all other retailers who in turn had to abide 
by the same price. It was testified that about three years ago the major oil 
companies started notifying the trade generally that they would no longer fair 
trade gasoline and shortly after that price wars began at the retail level. In 
1951, the testimony discloses, the Supreme Court of the United States in passing 
upon a Louisiana statute similar to the New Jersey Fair Trade Act, held that 
the only person who could be bound under such legislation was the dealer who 
actually signed the agreement with the major oil company. 

Most of the major oil company testimony disagreed with the statement that 
independent retailers could effectively operate at a lower margin per gallon of 
gasoline than a station owned and operated by an integrated company, although 
the representatives of one or two companies conceded that certain economies 
of operation which an individual retailer whose station is his sole source of in- 
come would be compelled to adopt frequently are not or cannot be practiced 
at company stations operating primarily as training projects. 

It is worthy of note, too, that a representative of one other retailer organiza- 
tion flatly opposed legislation directed at price fixing. The idea of price fixing 
was also repugnant to the independent wholesalers, distributors, and jobbers 
who appeared before the Commission and who had apparently not been affected 
by the New Jersey Fair Trade legislation because that only permitted the estab- 
lishing of prices on products when resold under the brand name. 

The Commission, therefore, believing that a cost survey of the proposed kind 
would result in price fixing and believing further that such legislation would 
tend to eliminate rather than preserve the free enterprise system within reason- 
able bounds and would not serve the best interests of the public, must be recorded 
as opposed to such a cost survey. 


Vv. DIVORCEMENT OF WHOLESALING FROM RETAILING 


The second principal proposal advanced by the New Jersey Gasoline Retailers 
Association was to divorce the major oil companies entirely from the retail phase 
of the industry. In support of this proposal, the president of this association 
presented an excellent brief at the public hearing of December 2, 1952, which 
hearing was devoted entirely to this important question. He conceded that there 
are no State precedents in support of such a move, but that an analogy might be 
drawn from the operation of the liquor industry in New Jersey where no whole- 
saler is permitted to operate a retail liquor establishment. In discussing the 
legal background for divorcement, he reviewed decisions of the Federal Courts, 
including the United States Supreme Court, effecting divorcement in the railway 
sleeping car business, certain phases of the motion-picture industry and the meat- 
packing business. 

He argued, moreover, that divorcement would be sound economics and would 
serve the best interests of the consuming public. He contended that the inte- 
grated major oil company of today is a vertical monopoly which tends to limit 
rather than encourage free competition and that this limitation is in effect from 
the oil well to the consumer. He stated that the major oil companies have so 
insulated themselves through the media of trade restrictions, leases, and: con 
tracts as to make it almost impossible for a small-business man to raise sufficient 
funds to construct a new service station of his own or to purchase an existing 
station and obtain a branded supplier. He pointed out that the evolution to 
one-brand stations previously discussed in this report was not encouraged by 
the dealers themselves but rather was stimulated by concessions made to the 
retailers by the major oil companies to go one-brand. 
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He advocated legislation which would prevent the wholesaler from entering 
retailing and which would create an agency within the New Jersey Department 
of Labor and Industry to enforce the new requirement. This proposed enact- 
ment would declare it to be the policy of the State of New Jersey to free a retail 
dealer from control either directly or indirectly exercised by his supplier. He 
proposed further that this special agency within the Department of Labor and 
Industry would have to consent to any supplier cancelling the lease of a retailer 
and would also have to consent to any increase in rent charged by a supplier. 

The advantages of divorcement he described as being: 

(1) An immediate halt to the construction of new service stations except 
by private capital and except in localities where the demand would warrant 
such expansion ; 

(2) The removal of all possible pressure by the suppliers on retail dealers ; 

(3) The restoration of free competition between the levels of wholesaling 
and retailing in the gasoline industry ; 

(4) Savings to the consuming public by elimination of the differential in 
tankwagon prices whereby commercial consumers and certain other pre- 
ferred customers can today buy gasoline at cheaper tankwagon prices than 
the retail dealers who resell to the public; and 

(5) Additional benefits to all Consumers in not having to absorb in the 
tankwagon prices the ultimate cost of failure of new service stations con- 
structed by major oil companies, which stations prove not to be self-support- 
ing, are not physically suitable for conducting any other type of business and 
the costs of which are transferred indirectly to the consumers by the com- 
panies in the form of tankwagon prices. 

Finally, he stated that divorcement would have to become effective gradually 
and he conceded that because of the many leases presently in effect between 
the owners of real property and the major oil companies, a minimum of 10 years 
would be required for this plan to become fully operative. 

The counterarguments were many and varied and were not confined solely to 
the major oil companies, for there were also dealers who testified they were by no 
means certain they would benefit by divorcement. Conceiving divorcement as a 
plan to make it unlawful for a company selling gasoline at wholesale to own, 
operate, assist in the financing of or have any other connection with a service 
station selling gasoline to the public, the opponents made, among others, these 
replies : 

(1) Such a law would violate the provisions against impairment of the 
obligation of contracts contained in both the Federal and State Constitu- 
tions: 

(2) Individual owners of real property wanting to lease desirable land 
sites to major oil companies for development would be denied that privilege ; 

(3) The building of new service stations would not be retarded or stopped 
and the total number of service stations reduced because chain service sta- 
tion operators would move quickly to fill the gap caused by the removal of 
gasoline wholesalers from the retail level; 

(4) Price wars would not necessarily be eliminated because of the shift 
in service station Ownership to individuals or to real estate investment 
chains; 

(5) Many dealers would be required to find new sources of financing 
particularly when endeavoring to purchase existing service stations which 
the major oil companies would be required to sell under divorcement and 
would be hard pressed to locate lenders sufficiently interested in the dealers 
to assume the risks which many wholesalers have taken to assist dealers 
to get started in business; 

(6) Many dealers would be forced to purchase equipment such as pumps 
and tanks now installed by major oil companies on a loan basis ; 

(7) Dealers generally do not understand divorcement and are not enthu- 
siastic for it; and 

(8) The buying public, rather than gain through divorcement, would 
suffer from a deterioration of service and a lower order of facilities available 
to motorists. 

In the final analysis divorcement which appears on the surface to have certain 
meritorious features would place this Commission in the position of ordering 
major oil companies not to own or operate or have any connection with real 
property at the retail level. Although this theory, as previously noted, has been 
approved in certain other fields of industry and is in operation with at least some 
beneficial results, the members of this Commission do not feel that they possess a 








GASOLINE PRICE WAR IN NEW JERSEY 179 


sufficient knowledge or understanding of all the ramifications of divorcement to 
support it at this time. Moreover, and most important, the members are not 
presently convinced that under this proposed plan the consuming public would 
receive better service at lower cost than is presently furnished. The Commission, 
therefore, is constrained at this time to recommend against legislation to im 
plement the theory of divorcement. 


VI. SUBSIDIES 


There would seem to be little doubt but that price wars start at the retail 
level and that they are caused principally by the desire of a retail dealer in a 
particular area to corner a larger volume of the sale of gasoline in that area for 
himself by the device of dropping his retail price below the level of the posted 
price in that area. While such wars are started at the retail level by dealers 
themselves, the Commission found that the wars were usually protracted by the 
practice of the major oil companies in granting subsidies to some of their dealers. 

The companies attempted to justify this practice by pointing out that it was 
necessary to meet competition in an area where a dealer of one company had 
deliberately cut below the posted price to increase his volume of sales, even 
though such a reduction would of necessity curtail his margin of profit per 
gallon. Cash subsidies varied from one to six cents per gallon depending upon 
the intensity of the price war in a given area at a given time and were variously 
described as “rebates,” “temporary discounts,” “emergency allowances,” “tempo- 
rary allowances,” “special allowances,” “temporary competitive allowances,” 
and “voluntary allowances.” Other forms of subsidies appeared in forgiveness 
of rent by a lessor company to a lessee dealer, in furnishing advertising to the 
dealer at the expense of the company and in lowering the tank-wagon price to 
certain retailers only. One dealer produced exhibits in the from of original 
invoices clearly showing the temporary discounts granted to him in reduction 
of the prices paid by him to his supplier for gasoline deliveries during the 
price war. 

It it interesting to note that the major oil companies stopped granting sub- 
sidies on or about March 1, 1952, and have not since that time engaged in the 
practice except in very minor instances. Since this Commission organized for the 
study of the operation of the petroleum industry in New Jersey just prior to that 
date and began to take testimony at about that time, the Commission members 
are inclined to believe that the cessation of subsidies was not entirely coin- 
cidental. 

Regardless of the temporary benefits of price wars to motorists in the form 
of reduced retail prices, it would appear that the consuming public somewhere 
along the line pays for the rather high mortality rate among retail dealers and 
the tremendous cost of price wars to the major oil companies. As a matter of 
fact, the companies themselves are for obvious reasons not enthusiastic about 
paying subsidies even based on the allegation of having to do it to meet 
competition. 

It was pointed out that price wars, while local in scope at their outset, spread, 
as their intensity grows, much like ripples after a pebble has been tossed into a 
pool of calm water. Thus when subsidies, whether in cash or some other form, 
are offered or accepted directly or indirectly, they represent discrimination in 
favor of the dealers of a particular supplier within the circumscribed area of an 
incipient price war and discrimination against other dealers of the same sup- 
plier in adjacent areas not immediately affected. These latter dealers continue 
to pay the posted tank-wagon prices of their suppliers until the price war extends 
into their areas and ultimately becomes Statewide in scope. 

It is the decision of this Commission that this discrimination constitutes an 
unfair trade practice and that the companies and the dealers are equally at fault 
where subsidies are offered by the former and solicited or accepted by the latter. 
It would appear to be in the interest of the consuming public for any dealer 
cutting prices to be left entirely on his own, to “sink or swim” without any kind 
of artificial support. This would encourage, not destroy or lessen, competition 
by placing more emphasis on the initiative of the individual retailer. 

This Commission, therefore, recommends the adoption of legislation making 
it a misdemeanor for any distributor, refiner, wholesaler, or supplier to offer or 
for any retail dealer to accept, directly or indirectly, a rebate, concession, allow- 
ance, discount or benefit, of any kind or nature whatsoever, in connection with 
the sale or distribution of motor fuel or other products manufactured by the 
distributor, refiner, wholesaler, or supplier. 
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VII. LEASES AND CONTRACTS 


As previously noted, most of the service stations in New Jersey are either 
owned by the major oil companies and leased to retail dealers or are leased by 
the companies from the real property owners and sublet to dealers. When a 
dealer desires to buy a service station site and construct a station or to make 
a sizable capital improvement to his station he frequently finds that he has in- 
sufficient funds and must borrow money. His bank, however, will not loan him 
sufficient capital until he makes a long-term lease to his supplier which, in turn, 
leases it back to him on a one-year basis. On the security of the long-term lease 
by the dealer to the major oil company supplying him with its products, the 
dealer’s bank will then honor his request for funds. 

The companies stated that they endeavored to negotiate leases with owners 
of service station sites for an average length of ten years, whereas they sublet 
to their dealers for periods averaging one year. This procedure usually enables 
a company to fix in advance the rents it will pay the owners over a long period 
of time and also leaves the company free to make adjustments upwards or 
downwards with its sublessees or dealers. 

The rent a dealer is expected to pay for his service station depends largely 
upon the actual gallonage sold, the potential volume, the value of the property and 
past experience at the location in question or in the area selected. Some 
dealers pay a flat monthly rental and other pay rent based upon a charge of 
so munch per gallon, with some major suppliers using a sliding scale on gallonage 
to provide incentive for their dealers to “push” their sales. The representa- 
tives of one major oil company condemned the straight gallonage retail type of 
lease as penalizing dealers for doing a good job in increasing the volume of 
their gasoline sales through hard work. 

One of these representatives described the customary one-year term of leases 
or subleases to dealers as being a compromise between the complaint, on one 
hand, of controlling a large share of the retail market through long-term com- 
mitments and the criticism, on the other hand, of trying to dictate to dealers 
by means of threats of immediate eviction. Several dealers objected to the 
yearly lease or sublease as being too short to assist them in effective long- 
range planning, but the testimony seems clear that these leases and subleases are 
automatically renewable from year to year unless either of the parties thereto 
gives written notice of termination within the stated period of time prior to 
the end of the term. 

While it is easily understandable that a company, particularly when leasing 
or subletting a station to a new dealer, would not wish to contract for more 
than one year, unfair treatment was found to have been extended to several 
dealers in extreme rental increases charged to those dealers because of their 
initiative in substantially augmenting their gallonage annually. In fact, one 
dealer testified that his rent was raised from $50.00 per month to $300.00 per 
month in the course of six years as a direct result of his industry in building a 
good business. It is difficult for the members of this Commission to under- 
stand what circumstances, if any, could possibly justify such a severe and 
excessive increase in rent. 

This same witness pointed out that while actually he could sell the products 
of competitors of his supplier at his service station, the pressure on him to sell 
the tires, batteries, accessories, and oil of his supplier in addition to gasoline 
grew out of an indication that his lease might not be renewed if he did not 
sell these other products. This is an example of what is known in the industry 
as “tie-in sales,” and the influence exerted by veiled threats on the part of an 
overzealous salesman may well be considerable. One company’s contracts, if 
signed by its dealers, obligate them to purchase fifty percent of their estimated 
requirements of the stipulated product or products from that company, with 
any violation of the products contract probably resulting in termination of the 
real property lease, where a lease is also involved. 

Actually, too, a contract with a dealer who may or may not also be under 
lease or sublease of a major oil company may not prohibit the dealer from 
selling other brands of gasoline than those of his supplier. However, even more 
so here than in the case of tie-in sales, he would, according to the evidence, 
probably face cancellation of his lease upon the usual 10 days’ to 30 days’ 
written notice prior to the expiration of the term or an increase in rent or the 
loss of his supplies of gasoline and other products or some other penalty. 

This Commission is of the opinion that even though the use of undue influ- 
ence or intimidation upon a retailer in endeavoring to compel him to make 
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tie-in sales of the allied products of the supplier may occur infrequently, it con- 
stitutes an unfair and undesirable trade practice arising out of what appear 
to be perfectly valid lease and contract methods employed in the petroleum 
industry. This Commission recommends, therefore, the adoption of legisla- 
tion making it a misdemeanor for any distributor, refiner, wholesaler or sup- 
plier to lease or make a contract on condition, promise, agreement, or under- 
standing that the lessee or purchaser thereof shall not use or deal in goods, 
wares, merchandise, supplies, or other commodities of a competitor of such dis- 
tributor, refiner, wholesaler, or supplier. Since it would be grossly unfair for 
the tanks or pumps furnished to any dealer by a distributor, refiner, wholesaler, 
or supplier to be used by that dealer for any other motor fuel than that of the 
particular distributor, refiner, wholesaler, or supplier, that exception is spe- 
cifically made from this legislative recommendation. 


VIII. DEALER TANKWAGON PRICES 


The dealer tankwagon or wholesale price is the price charged to the retailer 
by the wholesaler, or the invoice cost of motor fuel to the retailer. ‘The major 
oil companies for the most part do their own distributing through facilities 
owned and operated by them. In some instances and particularly in the more 
remote sections of New Jersey, some of the major oil companies make use of 
independent jobbers or distributors. 

The evidence disclosed that because New Jersey is a relatively small State 
geographically with a highly concentrated population, the ordinary variations 
in tankwagon prices based on transportation costs from the terminals or storage 
plants to the retailing areas, are negligible and in most situations nonexistent. 
However, one major oil company admitted to the possibility of its having seven 
different pricing areas to match its seven distributing areas within the State. 

The normal tankwagon price on regular or house-brand gasoline in New Jersey 
is 14.6 cents per gallon, to which should be added five cents per gallon for State 
and Federal taxes. The normal tankwagon price on premium gasoline would be 
somewhat higher, approximately one and a half cents more per gallon. 

The evidence disclosed that some of the companies in lieu of granting subsidies 
in time of price wars reduced the tankwagon price to certain retailers in certain 
areas. Unquestionably this was a far more honest approach to meeting compe- 
tition than the practice of maintaining higher or standard tankwagon prices and 
granting rebates or discounts. However, the end result of price discrimination 
was much the same. 

It was further established by way of information that the tankwagon price 
even in normal times is not necessarily the same for all buyers since large com- 
mercial accounts and unbranded jobbers may purchase gasoline at one and a 
half cents to two cents a gallon cheaper than the same gasoline would be fur- 
nished by the supplier to their retail dealers. However, it was stated that 
this differential often resulted from such buyers obtaining their gusoline sup- 
plies at the storage plants, thereby saving the companies the costs of transporta- 
tion from their plants to the outlets involved. 

The testimony of the representatives of at least two of the major oil companies 
indicated that New Jersey is unique in that there is no need to graduate tank- 
wagon prices on the basis of transportation costs. There would seem therefore 
to be a sound basis in the testimony of both dealers and major oil companies for 
the recommendation of this Commission that no distributor or wholesaler should 
be allowed to discriminate in price by selling at different rates to different pur- 
chasers of branded motor fuel of like grade or quality. The purpose of this 
proposal is to require a major oil company to sell to all of its dealers in the State 
of New Jersey at the same tankwagon price and any violation thereof would be 
a misdemeanor. Each major oil company would thus have every right and 
opportunity to set its own tankwagon price, but, having once established the 
same, would be bound to sell at that price to each and every retail dealer of that 
particular company located and doing business within this State. 

In other words, the members of this Commission consider discrimination in 
tankwagon prices, like the granting of subsidies, an unfair trade practice ad- 
versely affecting the best interests of the people of New Jersey and recommend 
legislation to make it a misdemeanor for any distributor or wholesaler, either 
directly or indirectly, to discriminate in tankwagon prices between different 
retail dealers purchasing the same grade or quality of branded motor fuel, which 
last is defined in the proposed act as that motor fuel which a retail dealer sells 
using the trade name of the refiner or supplier. 
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IX. UNBRANDED GASOLINE 


Unbranded gasoline is that which is retailed under a name which does not 
represent the trade name of the refiner or supplier. It is often gasoline produced 
and refined by major oil companies but not sold at retail under their brand 
names. Ordinarily, it is sold at prices approximately two cents per gallon 
lower than the gasoline dispensed under the trade names of the major companies. 

It was testified that on occasions, particularly in former years, unbranded 
gasoline was hot of as good a quality as gasoline retailed under major brand 
names because it might have been gasoline purchased in “spot” or “contract” 
buying of inferior products. Examples were cited where an independent dis- 
tributor or wholesaler either selling to retail dealers or also operating retail 
outlets was able to buy gasoline at lower prices from major suppliers having 
temporary excesses or Oversupplies of gasoline—known in the parlance of the 
trade as “distress” gasoline—which could not be readily moved because the 
demand at the retail outlets of the major oil companies did not equal the supply 
available. 

It was testified that unbranded gasoline today is either exactly the same gaso- 
line or at least as good a quality gasoline as branded gasoline because it is 
gasoline purchased from the major oil companies by comparatively small dis- 
tributors or operators who retail it under trade names which do not have as 
wide a public acceptance as the trade names of the major brands. However, the 
outlets through which unbranded gasoline is sold at retail frequently are not 
as pretentious in appearance or as favorably located as the branded outlets, and 
in some instances the attendants do not furnish extra services such as wind- 
shield wiping or checking the oil, water, battery, and tires. Normally these 
differences account for the ability of an unbranded operator to sell his motor 
fuel at prices two cents lower than the branded dealer and still realize a satis- 
factory return on his investment. 

It is worthy of note and of great credit to the major oil companies that the 
record does not disclose a single proven instance—even at the height of the price 
Wars—of the “swapping” or exchanging or substituting of brands with the 
resultant product being inferior to that advertised. 

The evidence is conflicting as to whether the sale of unbranded gasoline is a 
contributing factor to price wars. It appeared that in two or three areas of 
the State price wars had been precipitated or started in part by the construc- 
tion and operation of large multipump unbranded retail outlets, situated along 
heavily traveled highways and selling gasoline without the furnishing of any 
extra services at prices as much as five cents per gallon below the posted branded 
prices for those particular areas. The increased volume in gallonage obtained 
by a retail operator in that situation would normally compensate for his loss 
in margin of profit per gallon. 

It is the opinion of this Commission that the bulk of the testimony conclusively 
established that unbranded and branded dealers can exist together and maintain 
a relatively stable economic situation on a price differential of not more than 
two cents per gallon without there being any noticeable effect on a well-conducted 
branded operation. Unbranded gasoline has been sold for many years in New 
Jersey and is a natural result of free competitive enterprise at work. If an 
unbranded dealer can make a reasonably good living at a price differential of 
greater than two cents per gallon, that should be his privilege. Under no circum- 
stances should this part of the report of the Commission be construed as con- 
demning the sale of unbranded products. The consuming public should cer- 
tainly be permitted the opportunity of purchasing unbranded products if motor- 
ists so desire. It is, of course, reasonable to assume that the major oil com- 
panies because of integrated operations, large sums of money expended for 
advertising their products, more elaborate service stations at more favorable 
locations, and extra services to the motorists will continue to find wider public 
acceptance among consumers. 


X. OPERATION OF SIGN LAW 


On May 22, 1952, the Governor of New Jersey signed into law a bill which 
was passed at the 1952 session of the New Jersey Legislature and sponsored 
by Senator Alfred C. Clapp, of Essex County. The purpose of this law was 
to prohibit the display of “circus” or “jumbo” signs previously erected on or near 
the premises of retail dealers advertising lower prices in what frequently 
amounted to misleading language. 

The law required in substance that no signs relating to the prices of motor 
fuel would be permitted on or about the premises where motor fuel is sold at 
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retail or on other premises under the control of the retail dealer other than 
signs displayed and maintained on pumps or other dispensing equipment from 
which the motor fuel is sold. This statute contained the specifications as to 
the size of the permitted signs and the method by which they were to be attached 
to pumps and limited the signs to showing only the unit price per gallon includ- 
ing all taxes, State and Federal. The size of any fractional part of the unit 
price was also established in the law. 

It is interesting to note that the testimony of representatives of all phases 
of the petroleum industry in New Jersey was almost unanimously in favor of 
this legislation. 

The excellent enforcement of this law by the Motor Fuels Tax Bureau of the 
Division of Taxation of the State Government is generally believed to have 
accomplished three purposes : 

(1) The virtual elimination of unsightly and misleading signs designed 
to lure motorists into service stations by representing in various and sundry 
ways prices which upon investigation were found in many cases not to apply 
to gasoline at all but to some other commodity such as cigarettes; 

(2) Curtailment of the rapid spreading of price wars; and 

(3) Abolition of a traffic hazard in that motorists frequently became so 
intense on locating the lowest possible prices in a given area that they paid 
insufficient attention to their driving and became involved in accidents. 


XI. SERVICE STATIONS IN RELATION TO TOLL HIGHWAYS 


The testimony of the major oil company which successfully bid for the gasoline 
retailing contract along the New Jersey Turnpike indicated that the contract was 
awarded on the basis of a bid for all of the comparatively few retail outlets to 
be permitted along the highway. It appears further that the prices of regular 
and premium gasoline supplied by this company along the Turnpike remained 
constant during the price war which was going on when the Turnpike was opened 
to traffic and that the price of regular gasoline remained at 25.4 cents per gallon, 
including tax, throughout the few remaining months of the price war. It is 
worthy of note that the gallonage sold along the New Jersey Turnpike represents 
approximately one percent (1%) of the total volume of gasoline retailed in the 
State. 

It would appear that the maintenance of such prices, particularly in time of a 
price war, when gasoline was retailing at lower figures along public highways of 
the State adjacent to the Turnpike, does not reflect free competition at work 
and does not serve the best interest of the consuming public. In fact, this situa- 
tion was described by one witness as a “State monopoly” because the State 
receives a certain rental per gallon from the major oil company holding the 
franchise for a period of years. 

This Commission is of the opinion that consumers would be better served by 
either one of two alternative procedures on toll highways of the future and, 
therefore, makes the following recommendations: 

(1) Each location for a retail outlet on any future toll highway should be 
bid upon separately and the contract for that particular site should be 
awarded to the lowest bidder, rather than permit a bulk bid for all retail 
outlets on the same highway; or 

(2) No retail outlets at all should be permitted along the right-of-way of 
the toll highway in question, which would presumably result in their con- 
struction at the interchanges, the locations of service station sites becoming 
subject to competition between the major oil companies and any small 
independent businessman possessing the required capital. 


XII. SUMMARY OF PROPOSED LEGISLATION 


By way of summary and for the reasons set forth in the appropriate portions 
of this report, the members of this Commission make the following recommen- 
dations for legislation which have been drafted in a bill for simultaneous sub- 
mission with this report to the 1953 Session of the New Jersey Legislature: 

(a) Making it a misdemeanor for any distributor, refiner, wholesaler, 
or supplier to offer or for any retail dealer to accept, directly or indirectly, 
a rebate, concession, allowance, discount or benefit of any kind or nature 
whatsoever, in connection with the sale or distribution of the motor fuel or 
other products marketed by the distributor, refiner, wholesaler or supplier; 
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(b) Making it a misdemeanor for any distributor, refiner, wholesaler or 
supplier to lease or make a contract on condition, promise, agreement or 
understanding that the lessee or purchaser thereof shall not use or deal in 
goods, wares, merchandise, supplies or other commodities of a competitor 
of such distributor, refiner, wholesaler or supplier except that this shall 
not apply to tanks or pumps if furnished by the distributor, refiner, whole- 
saler or supplier to be used in the distribution of its motor fuel ; 

(c) Making it a misdemeanor for any distributor or wholesaler, either 
directly or indirectly, to discriminate in tankwagon prices between different 
retail dealers purchasing the same grade or quality of branded motor fuel ; 

(d) Making it a misdemeanor for any distributor, refiner, wholesaler, or 
supplier to lease or to sublease to any retail dealer the facilities and equip- 
ment for the operation of a retail service or filling station as specified here- 
in, to wit: At an amount not in excess of ten percent (10%) of the amount 
to be paid to the owner or lessor, or not less than ninety percent (90%) of 
the amount to be paid to the owner or lessor for such facilities or equipmemt ; 
and 

(e) Containing the necessary provisions for enforcement of (a), (b), 
(c), and (d) above by the Director of the Division of Taxation in the De- 
partment of the Treasury of the State of New Jersey. 

This proposed legislation is to be known as the “Unfair Motor Fuels Prac- 
tices Act,” and it finds considerable support, as noted in the Statement attached 
to the bill, in legislation of a similar nature which has been enacted in 24 other 
States. 

The unfair trade practices which this legislation is designed to correct are 
clearly substantiated in the recorded testimony and accompanying exhibits ob- 
tained as a result of the thorough examination conducted by this Commission. 
The motor fuel business constitutes such an important and necessary part in 
the economy of this State that this Commission strongly urges that the police 
power be invoked for the purpose of protecting and promoting the public wel- 
fare by terminating discriminative practices curtailing instead of strengthen- 
ing competition in the sale of motor fuel at the retail level. 

Nor are the proposals hereinabove affirmatively advanced the only ones to 
receive the careful attention of this Commission. Abuses have been observed 
in certain phases of the right and privilege of leasing and contracting, particu- 
larly with respect to apparently excessive rental increases on leases and sub- 
leases and with respect to the high degree of control sometimes asserted over 
dealers desiring to sell their respective interests in their retail establishments 
to buyers of their own choice. 

As previously discussed in this report, this Commission is extremely concerned 
over the excessive rental increases sometimes made by major oil companies on 
leases and subleases. The members realize that situations may arise which 
justify rental adjustments upwards as well as downwards. The Commission, 
therefore, recommends legislation as stated in “(d)” above, establishing a maxi- 
mum as well as minimum range for rental adjustments in order to protect pri- 
marily the welfare of the public as well as the interested parties. 

One additional subject reviewed has been that of company owned and operated 
stations. As previously stated, these retail outlets are relatively few in number 
and are maintained primarily for training or rehabilitation purposes. Because 
the major oil companies are for the most part integrated corporations and can, 
therefore, operate such cutlets at a loss if necessary, they can through such 
stations exert considerable influence on the posted retail prices in the particular 
areas where these outlets are located. Because of the very nature of this type 
of operation, it is often difficult for a major oil company to conduct such stations 
at a profit. This is in sharp contrast to the individual dealer who is compelled 
to carry on his business at a profit in order to survive. This Commission has 
given much thought to advocating legislation which would require any distributor, 
refiner, wholesaler, or supplier engaged directly or indirectly, in the retail sale 
or distribution of motor fuel to the public, to sell or offer for sale at retail at a 
price determined by the cost of doing business plus the posted tankwagon price 
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for such motor fuel. However, it is the opinion of this Commission that this 
topic is adequately covered by the existing statutes of the State of New Jersey 
prohibiting retail sales at prices below cost plus selling expenses and that any 
further recommendations along these lines would be superfluous, 


XIII. CONCLUSIONS 


In bringing this report to a close the members of this Commission reiterate 
that they have at all times been motivated by a desire to be fair to all phases of 
the gasoline industry in New Jersey consistent with the welfare of all of the 
people of this great State. As a matter of fact, a very considerable amount of 
time and energy has been devoted to this study, and any objection by any person 
or on behalf of any part of the industry that insufficient opportunity was granted 
by the Commission for the purpose of hearing of evidence would come with ill 
grace. The general public hearing of June 16th and the December 2nd public 
hearing on divorcement each consumed only half a day solely because no one 
present in the Assembly Chamber on those occasions requested any additional 
time to be heard. Moreover, one week from December 2nd was allowed for the 
filing of any memoranda or briefs which anyone desired to submit, and none 
was forthcoming either during that week or thereafter. 

In condemning certain trade practices as unfair and in proposing legislation 
to correct these inequities, every effort was made by the Commission members 
to “call our shots as we see them” and to avoid favoritism to or unjust castigation 
of any phase of the industry. On the contrary, the Commission recognizes that 
the major oil companies, the independent wholesalers, distributors or jobbers 
and the retail dealers all have serious problems for which no ready answers are 
available, and that many of these are too specific to lend themselves easily to 
solutions by a general legislative approach. It would seem that with these 
questions the real answer lies in a mutual effort on the part of all phases of the 
industry to better understand the problems of each other and to endeavor through 
better relations to improve wherever possible in their common cause of serving 
the people. The gasoline “strikes” of the past with their attendant difficulties 
and the occasional “marches” on Trenton during legislative sessions do not seem 
to be very reasonable or constructive approaches. 

This is a gigantic and highly important industry, and the situation in New 
Jersey is further complicated by the fact that this geographically small State 
sits astride the principal arterial highways connecting the metropolitan centers 
on the northeast and southwest. The per capita consumption of gasoline in 
New Jersey in 1950 was 270 gallons as compared with 180 gallons in New York 
and 210 gallons in Pennsylvania. Much of this heavy consumption results from 
transient traffic and from the lower State gasoline taxes in New Jersey as com- 
pared with those in adjoining States. 

New Jersey, therefore, presents a unique market for the products of a highly 
competitive industry. Free competition is a fine thing providing it does not 
become ruthless to the point where it is unfair. Gasoline price wars at first 
glance appear to, and do, benefit the consuming public for a while, but it is 
extremely dubious whether they really help anyone over the long pull. 

Although more or less “normal” times, rather than price wars, presently pre- 
vail in New Jersey, the legislative proposals of this Commission to correct unfair 
trade practices apply just as aptly, because fair play must and should be of 
paramount importance at all times. The small-business man always has been 
and should continue to be a very important person in the United States of 
America and in the State of New Jersey. 

Mr. Robert C. Crane, one of the members, who was unable to attend the hear- 
ings and meetings of the Commission and who disagrees with certain findings, 
is not signing this report for the reasons expressed in his letter of February 
10, 1953, addressed to the chairman and has requested that his letter be appended 
as a minority report. 

Mr. Albert F. Howard, another member of the original gasoline study com- 
mittee, appointed in August 1950 by the Governor, attended only one hearing of 
this Commission and has stated his unwillingness to sign this report. 
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Senator Bruce A. Wallace was unable to attend any of the hearings or meet- 
ings of this Commission and does not wish to sign the report at this time, until 
he has had further opportunity to study the proposed legislation. 

Respectfully submitted. 

Tue GASOLINE Stupy COMMISSION. 


Members Appointed by the President of the Senate: 
(s) Wayne Dumont, Jr. 
WayNE Dumont, Jr., Chairman, 
(s) Vincent E. Hull 
VINCENT E. HULL. 
Bruce A. WALLACE. 


Members Appointed by the Speaker of the General Assembly : 
(s) Marie F. Maebert 
Marie F. Marsert, Secretary. 
(s) Andrew A. Salvest 
ANDREW A. SALVEST. 
(s) Elvin R. Simmill 
Evin R. SIMMILL. 
Members of Original Gasoline Study Committee Appointed by the Governor: 
ALBERT F. HowArp. 
(s) Otto L. Straub 
Orto L. STRAUB. 


FEBRUARY 10, 1953. 
Honorable WAYNE Dumont, Jr., Senator, 
State House, Trenton, New Jersey. 


My Dear SENATOR Dumont: I regret exceedingly my inability to attend the 
meetings of the Gasoline Study Commission due to the very heavy schedule of 
my activities elsewhere. However as I said at the beginning, I wrote the original 
report submitted by the Governor’s committee appointed in 1950 at the conclusion 
of their investigation and at that time felt that any further activity on my part, 
until you had completed your investigation, might have lent an aura of prejudice 
in the public concept of your determination. I feel that you have dealt with 
this matter extensively, yet, having read all the testimony which you have 
furnished me, I find nothing which would support the desirability of government 
intervention in the field of gasoline sales. 

In regard to legislation, I believe that Federal laws exist that furnish a 
protection to all concerned if there were an earnest desire to cooperate on 
either a test of the sales procedures or the law itself. I have felt free to con- 
sult my own close advisors in this matter and find the proposed legislation not 
to my liking. I, therefore, request that you delete my name as being a party 
to submission of this proposed legislation inasmuch as I cannot support it in its 
present state. 

However, your report on the proceedings of the Gasoline Study Commission 
is a very worthy document and I commend you for your forthright manner in 
discussing the many issues. In comparison, however, to the report of the 1950 
committee, whose investigation was conducted at the height of the price wars, I 
must submit that your conclusions on page 17 relative to the recommendation 
for the adoption of legislation making it a misdemeanor to offer or accept a 
rebate, etc. are rather indefinite and I feel that our committee frowned upon 
the practice only in connection with price wars. Rebates and discounts are 
an established part of wholesaling and retailing and would appear wholly legal 
except where discrimination could be proved. Therefore, I believe that your 
summation of the subsidy question is somewhat vague. 

Section VII, dealing with leases and contracts, does not give sufficient weight 
to the position of the producer inasmuch as it does not seem unreasonable for 
a producer to do everything in his power to have his product represented in the 
best manner possible and do everything to protect these sales within legal 
means. 

Section VIII, dealing with tankwagon prices, again touches upon a matter 
which involves discounts and I believe that there are sufficient laws to protect 
against discrimination the type that was evidenced in the late gas wars. How- 
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ever, discounts and sales at production centers, or in this instance refineries, 
representing the deletion of transportation costs, is a worthy practice and 
actually allows for competition if someone can provide transportation at a 
cheaper rate so that he may provide gasoline at the retail level at lower cost to 
the consumer. 

I am happy to note in your conclusion that the sign law which we recommended 
in our report has had such favorable acceptance. We felt that this circus-type 
promotion had much to do with price wars. 

Relative to Section XI, the section dealing with service stations on toll high 
ways, I am in hearty accord since the tendency today in retailing gasoline on 
these toll highways seems somewhat monopolistic. 

The entire point that I have in controversy appears to be that your investiga- 
tion was splendid, your findings, other than where I have differed, seem well 
directed, yet I feel that the law which you have proposed is not representative of 
your findings. I must again urge as I did in the report of the 1950 group that 
the Federal law against discrimination be resorted to in control of another gas 
war. Other than that, State control of gasoline retailing would be harmful to the 
buying public as well as detrimental to the industry. I am reasonably certain 
that the laws governing substitution of product have never been questioned for 
at the height of the price war we found but one instance of substitute brand or 
inferior product not as advertised. 

It may seem strange on the one hand to commend you for your efforts and on 
the other call for deletion of my signature on the report, signifying my disapproval 
of the proposed legislation, but such is my intention and, I believe, my prerogative. 

Very truly yours, 


Ropert C. CRANE. 


APPENDIX II 


STATE OF NEW JERSEY, CHAPTER 413, LAWS oF 1953 


An Act making unlawful certain discriminations in prices charged to retail dealers 
engaged in the sale of motor fuel; to prevent unfair competition and unfair trade 
practices in the sale of motor fuel; to confer powers and impose duties on the Director of 
the Division of Taxation and on persons, as herein defined, engaged in the sale of motor 
fuel at retail or wholesale ; and providing remedies and imposing penalties for violations 
thereof; and supplementing “‘An act to regulate the retail sale of motor fuels and pro- 
viding penalties for violations,” approved May twelfth, one thousand nine hundred and 
thirty-eight (P. L. 1938, c. 163) 


WHEREAS, Certain discriminations and practices, services or facilities fur- 
nished involving the sale of motor fuel have been and are demoralizing and 
disorganizing the retail sale of motor fuel business ; and 

WHEREAS, Unfair, discriminative and destructive trade business practices 
involving the sale of motor fuel with the intent of destroying or substantially 
lessening competition, is an unfair and deceptive business practice; and 

WHEREAS, Such practices adversely affect the economy of a large segment 
of the people of the State of New Jersey who are engaged in the retail sale of 
motor fuel and the continuation of such practices would adversely affect the 
best interests of the people of this State; and 

WHEREAS, It is hereby declared to be the policy of this State to protect and 
promote the public welfare by prohibiting such practices, and it is the purpose 
of this act to carry out that policy in the publi¢ interest; therefore 

BE IT ENACTED by the Senate and General Assembly of the State of New Jersey: 

1. Legislative declaration of policy: 

(a) Itis hereby declared that: 

The methods and practices of the distribution and sale of motor fuels in this 
State have developed unfair methods of competition in the marketing of motor 
fuels; such conditions have produced waste harmful to the public and impaired 
the sale and distribution of motor fuel; that such conditions have caused unfair 
methods of competition in the industry resulting in the impairment of the 
supply of motor fuel needed by the general public and’thereby affecting the 
general economic welfare of the people of this State. 
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(b) These conditions vitally concern the health, safety, and general economic 
welfare of the people of this State. 

(c) The distribution and sale of motor fuels within this State is hereby 
declared to be affected with a public interest. The provisions of this article 
are enacted in the exercise of the police powers of this State for the purpose 
of protecting the heatlh, safety and general welfare of the people of this State. 

2. This act shall be known and may be cited as the “Unfair Motor Fuels Prac- 
tices Act.” 

3. The following words, terms and phrases, when used in this act, shall have 
the meaning ascribed to them except where the context clearly indicates a 
different meaning: 

(a) “Distributor” or “refiner” or “supplier” means and includes every per- 
son, wherever resident or located, who imports or causes to be imported into 
this State motor fuels for distribution or sale after the same shall reach this 
State, whether in the original packages or containers in which it is imported 
or otherwise; and also any person who produces, refines, manufactures, blends 
or compounds or causes to be produced, refined, manufactured, blended or com- 
pounded fuels and distributes or sells the same within this State. 

(b) “Wholesaler” means any person who engages in the business of selling 
motor fuels to other persons who resell the said motor fuel or who place or have 
the said fuel placed into their containers or storage tanks for future consump- 
tion. The words “containers” or “storage tanks” as herein used shall not apply 
to vehicle service tanks used only to carry motor fuels for use in propelling only 
the vehicle carrying such tanks. 

(c) “Director” means the Director of the Division of Taxation in the Depart- 
ment of the Treasury. 

(d) “Branded Motor Fuel” shall be that motor fuel which a retail dealer sells 
using the trade name of the refiner or supplier. 

(e) “Tank wagon price” is the invoice cost of motor fuel to the retailer. 

4. It shall be unlawful and a violation of this act for any distributor, refiner, 
wholesaler or supplier, with intent to injure competitors or destroy or substan- 
tially lessen competition : 

(a) To offer, directly or indirectly, a rebate, concession, allowance, discount 
or benefit, of any kind or nature whatsoever, in connection with the sale or dis- 
tribution of motor fuel or other products marketed by the distributor, refiner, 
wholesaler or supplier except that this shall not apply to discounts uniformly ap- 
plied for timely payments, quantity, or quality; or 

(b) To lease or make a contract on condition, promise, agreement or under- 
standing, where the effect of such lease, contract on condition, promise, agree- 
ment or understanding may be to substantially lessen competition that the lessee 
or purchaser thereof shall not use or deal in goods, wares, merchandise, supplies 
or other commodities of a competitor of such distributor, refiner, wholesaler or 
supplier except that this shall not apply to tanks or pumps if furnished by the 
distributor, refiner, wholesaler or supplier to be used in the distribution of its 
motor fuel; or 

(c) To discriminate, either directly or indirectly, in tankwagon price between 
different retail dealers purchasing the same grade, quality or quantity of branded 
motor fuel, except to meet competition. 

(d) Any distributor, refiner, wholesaler or supplier who violates the provisions 
of this section shall be guilty of a misdemeanor. 

5. Any contract expressed or implied, made by any person in violation of any 
of the provisions of this act, is declared to be an illegal and void contract and 
no recovery thereon shall be had. 

6. The director may adopt rules and regulations for the enforcement of this 
act. 

7. (a) An action may be maintained in any court of equitable jurisdiction to 
prevent, restrain or enjoin a violation, or threatened violation, of any of the pro- 
visions of this act. Such an action may be instituted by any person injured by any 
violation or threatened violation of this act or by the Attorney General, upon the 
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request of the director. If in such action a violation or threatened violation of 
this act shall be established, the court shall enjoin and restrain, or otherwise pro- 
hibit, such violation or threatened violation. In such action it shall not be 
necessary that actual damages to the plaintiff be alleged or proved, but where 
alleged and proved, the plaintiff in said action, in addition to such injunctive 
relief and costs of suit, including reasonable attorney's fees, shall be entitled to 
recover from the defendant the actual damages sustained by such plaintiff 

(b) In the event that no injunctive relief is sought or required, any person 
injured by a violation of this act may maintain an action for damages and costs 
of suit in any court of competent jurisdiction. 

8. (a) In addition to the provisions of this act, the director is empowered to 
suspend or revoke the license or any licenses of any person, licensed under the 
provisions of R. 8S. 54: 39-1, et seq. No such license or licenses shall be suspended 
or revoked except upon notice to the licensee and after a hearing as prescribed by 
said director. The said director, upon a finding by him that the licensee has 
failed to comply with any provision of this act or any rule or regulation promul 
gated thereunder, shall, in the case of the first offender, suspend the license or 
licenses of the said licensee for a period of not less than five nor more than 
twenty consecutive business days, and, in the case of a second or plural offender, 
shall suspend said license or licenses for a period of not less than twenty cou- 
secutive business days nor more than twelve months, and, in the event said di 
rector finds the offender has been guilty of willful and persistent violations, he 
may revoke said person’s license or licenses. 

(b) Any person whose license or licenses have been so revoked may apply to the 
director at the expiration of one year for a reinstatement of his license or licenses. 
Such license or licenses may be reinstated by the director if it shall appear to 
the satisfaction of said director that the licensee will comply with the provisions 
of this act and the rules and regulations promulgated thereunder. 

9. No person whose license has been suspended or revoked shall sell motor 
fuel or permit motor fuel to be sold during the period of such suspension or revo- 
cation on the premises occupied by him or upon other premises controlled by 
him or others or in any other manner or form whatever. Nor shall any disci- 
plinary proceedings or action be barred or abated by the expiration, transfer, 
surrender, continuance, renewal or extension of any license issued under the pro- 
visions of R. S. 54: 39-1, et seq. 

10. Any determination by the director and any order of suspension or revoca- 
tion of a license or licenses thereunder or refusal to reinstate a license or licenses 
after revocation shall be reviewable by the Superior Court by proceedings in lieu 
of the prerogative writs. 

11. In order to effectuate the purposes of this act it shall be the duty of the di- 
rector to carry out the enforcement provisions of this act. In accordance with 
the provisions of Title 11, Civil Service, of the Revised Statutes, the director may, 
within the limits of available appropriations, employ and fix the duties and com- 
pensation of such inspectors and other personnel necessary to carry out the pro- 
visions of this act. 

12. All of the powers vested in the Director of the Division of Taxation by the 
provisions of R. S. 54: 39-1, et seq., aforesaid, shall be available to the said di- 
rector in the enforcement of this Unfair Motor Fuels Practices Act. 

13. The provisions of this act shall be deemed to be severable and if for any 
reason any provision shall be determined to be unconstitutional or invalid, such 
determination shall not be held to affect any other provision hereof. And no 
such determination shall be deemed to invalidate or render ineffectual any of the 
provisions of R. S. 54: 39-1 et seq. 

14. This act shall take effect July first, one thousand nine hundred and fifty- 
four. 

Approved September 18, 1953. 


66238—55— pt. 2 
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APPENDIX III 
(New Jersey legislation, submitted by Governor Meyner.) 
APPENDIX IIT (a) 


[Explanation : Matter enclosed in bold-faced brackets [thus] is not enacted and is intended 
to be omitted in the law] 


Senate, No. 344 
STATE OF NEW JERSEY 
Introduced August 2, 1954, by Mr. Wallace; Referred to Committee on Judiciary 


An act to amend “An act to regulate the retail sale of motor fuels, and providing penalties 
for violations,” approved May 12, 1938 (P. L. 1938, c. 163) 


Be it enacted by the Senate and General Assembly of the State of New Jersey: 

1. Section 101 of the act of which this act is amendatory is amended to read 
as follows: 

101. Words used in this act, unless otherwise expressly stated, or unless the 
context or subject matter otherwise requires, shall have the following meaning: 

“Net cost of motor fuel” shall mean the invoice cost of motor fuel to the 
retailer. 

“Person” shall mean and include natural persons and partnerships, firms, 
associations, joint stock companies, syndicates, and corporations, and any re- 
ceiver, trustee, conservator, or other officer appointed pursuant to law by any 
court, State or Federal. The use of the singular number shall include the plural 
number. 

“Retail dealer” any person operating a service station, filling station, store, 
garage, or other place of business for the sale of motor fuel for delivery into the 
service tank or tanks of any vehicle propelled by an internal combustion engine. 

“Motor fuel” shall mean (a) all products commonly or commercially known 
or sold as gasoline (including casinghead and absorption or natural gasoline). 
benzol, benzene, or naphtha regardless of their classification or uses; and (b) 
any liquid prepared, advertised, offered for sale, or sold for use as or commonly 
and commercially used as a fuel in internal combustion engines, which when 
subjected to distillation in accordance with the standard method of test for 
distillation of gasoline, naphtha, kerosene, and similar petroleum products 
(American Society of Testing Material Designation D-86) shows not less than 
10% distilled (recovered) below 347° Fahrenheit, 175° Centigrade, and not less 
than 95% distilled (recovered) below 464° Fahrenheit, 240° Centigrade; and 
(¢) any other product or liquid when sold for use as a fuel in any type of internal 
combustion engine furnishing power to operate a motor vehicle. 

“Sale” shall have its ordinary meaning and, in addition, shall include any 
exchange, gift, or other disposition ; and “purchase” shall include any acquisition 
of ownership. 

[Selling expense” [includes] shall mean all overhead and general business 
expense including payments for rent, electricity, wages, social security, and 
unemployment compensation, but in no event shall “selling erpense” be deter- 
mined to be less than $.067 per gallon of motor fuel.J 

“Selling expense” shall mean all overhead and general business exrpenses as 
evidenced by the standards and methods of accounting regularly employed by the 
retail dealer in his allocation of overhead costs and exrpenses, paid or incurred 
and must include, without limitation, labor, rent, depreciation, selling costs, 
maintenance of equipment, social security, and unemployment compensation, all 
types of licenses, taxes, insurance, and advertising. In the absence of the filing 
with the commissioner of satisfactory proof of lesser or higher selling expense 
by the retailer making the sale, selling erpense shall be presumed to be $.067 
per gallon of motor fuel. 

“Commissioner” shall mean the [State Tax Commissioner] Director of Taz- 
ation in the Division of Taration in the Department of the Treasury. 

2. Section 301 of the act of which this act is amendatory is amended to read 
as follows: 

301. Every retail dealer who shall fail to post and publicly display, in the 
manner herein required, a sign stating the price per gallon of all motor fuel 
sold by said retail dealer, or who shall sell motor fuel at a price other than the 
per gallon price, as provided in article II hereof, or who shall violate any other 
provisions of article IT of this act, shall, upon conviction, be subject to a penalty 
of [not less than $50.00 nor more than $200.00] $1,000.00 for each such offense, 
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and his license shall be suspended for a period of [not less than 5 days nor more 
than 30 days,] 90 days, and in default of the payment of such penalty shall be 
imprisoned for a period not to exceed 30 days. If there shall be a conviction 
upon a second or subsequent offense, the license of the convicted retail dealer, 
issued under the provisions and procedure in chapter 39 of Title 54 of the 
Revised Statutes, shall be revoked by the State Tax Commissioner. 

3. This act shall not be applicable to dealers of propane or butane gas. 

(3.] 4. This act shall take effect immediately. 


APPENDIX IIT (b) 


{Explanation: Matter enclosed in bold-faced brackets [thus] is not enacted and is intended 
to be omitted in the law] 


Assembly No. 120 
STATE oF NEW JERSEY 
Introduced January 24, 1955, by Mr. Haines; referred to Committee on Judiciary 


An act to prevent unfair competition and unfair trade practices in the sale of gasoline at 
retail ; to prohibit the sale of gasoline at retail below cost; to regulate the retail sale of 
gasoline; to impose duties upon the Director of the Division of Taxation; providing 
penalties for violations; providing funds for enforcement; amending section 54:39-80 
of the Revised Statutes ; and repealing ‘‘An act to regulate the retail sale of motor fuels 
and providing penalties for violations,” approved May 12, 1938 (P. L. 1938, ¢. 163) and 
chapter 258 of the laws of 1952 supplementary thereto 


Be it enacted by the Senate and General Assembly of the State of New Jersey: 

1. The Legislature finds and declares that the distribution and sale of gaso- 
line at retail within the State represents an integral and important part of the 
economic life of the State affecting the welfare and prosperity of its people; 
and that grave economic harm to the general welfare of the people may result 
if certain unfair trade practices are permitted and unrestricted ; and that unfair, 
deceptive, and destructive business practices exist in transactions involving 
the sale of gasoline in the retail trade in this State and that said practices have 
been and are demoralizing said trade; and that the advertising, offering for sale, 
or sale of gasoline below cost in the retail trade with the intent of injuring 
competitors or destroying or substantially lessening competition is an unfair 
and deceptive business practice; and that the problem of supply of gasoline 
requires the elimination of the aforesaid unfair competitive practices, which 
not only may impair the availability of this important and essential commodity, 
but have affected the economic well-being of the operators of thousands of gaso- 
line or service stations in this State and the employment opportunities of per- 
sons engaged in these operations; and that individual operators of stations do 
not possess the economic strength to protect themselves against such unfair com- 
petitive practices which are not controlled by the ordinary economic and com- 
petitive factors; and 

In the exercise of the police power, it is hereby declared to be the expressed 
policy of the State of New Jersey that the retail sale of gasoline is affected with 
and shall be impressed with the public interest in order to eliminate the afore- 
mentioned abuses, conditions, and trade practices; and 

It is found that the appropriate remedy for the aforementioned evils requires 
an administrative determination of the selling expenses involved and the pro- 
hibition of sales of gasoline at a lesser selling price than the invoice cost of 
gasoline to the retailer, plus the retailer’s selling expenses; and that the problem 
of accomplishment of the stated objectives of a statute to that end precludes the 
determination of the actual selling expenses of each station and precludes a 
differential in different parts of the State, and, therefore, proper enforcement 
requires that a selling expense be determined by the Director of the Division of 
Taxation to be effective throughout the State. 

2. Words used in this act, unless otherwise expressly stated, or unless the 
context or subject matter otherwise requires, shall have the following meaning: 

“Person” shall mean and include natural persons and partnerships, firms, 
associations, joint stock companies, syndicates, and corporations and any receiver, 
trustee, conservator, or other officer appointed pursuant to law and by any 
court, State or Federal. The use of the singular number shall include the plural 
number. 

“Retailer dealer’ shall mean any person operating a service station, filling 
station, store, garage, or other place of business for the sale of gasoline for 
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delivery into the service tank or tanks of any vehicle propelled by an internal 
combustion engine. 

“Gasoline” shall mean all products commonly or commercially known or sold 
for motor fuel and which are used as fuel in internal combustion engines. 

“Sale” shall have its ordinary meaning and, in addition, shall include any 
exchanges, gifts, or other disposition ; and 

“Purchase” shall include any acquisition or ownership. 

“Net cost of gasoline” shall mean the invoice cost of gasoline to the retailer. 

“Selling expense” shall mean the amount determined by the director to be fairly 
attributable to each gallon sold as the cost of operating a service station. 

“Director” shall mean the Director of the Division of Taxation in the Depart- 
ment of the Treasury. 

3. (a) Every retail dealer shall publicly display and maintain on each pump 
or other dispensing equipment from which gasoline is sold, in the manner regu- 
lated by the director, a sign stating the price per gallon of the gasoline sold by 
said dealer from such pump or other dispensing equipment. All taxes, State 
and Federal, imposed with respect to the manufacture or sale of gasoline shall 
be included in the price upon all said signs, but said signs shall contain a state- 
ment of the amount of taxes included in said price, or, without specifying the 
amount thereof, said signs shall state that taxes are included in said price. A 
retail dealer shall not sell at any other price than the price, including tax, so 
posted. Any such price when posted shall remain posted and in effect for a 
period of not less than 24 hours. 

(b) No retail dealer shall sell gasoline at a price which is below the net cost 
of such gasoline to the retail dealer plus selling expenses as hereinafter 
determined. 

(c) No discounts, rebates, allowances, concessions, or benefits shall be given, 
directly or indirectly, so as to permit any person to obtain gasoline from a 
retail dealer below the posted price or at a net price lower than the posted price 
applicable at the time of the sale. 

(d) It shall be unlawful for any retail dealer to use lotteries, prizes, wheels of 
fortune, punchboards, or other games of chance, in connection with the sale of 
gasoline. 

(e) All aboveground equipment for storing or dispensing gasoline operated by 
a retail dealer shall bear, in a conspicuous place, the name or trade-mark of the 
product stored therein or dispensed therefrom, and no retail dealer shall permit 
delivery into underground or aboveground containers, tanks or equipment of any 
gasoline other than the brand represented or designated by the name or trade- 
mark appearing on such container or dispensing equipment attached thereto. 
No retail dealer shall be a party to the substitution of 1 grade of gasoline for 
another. 

(f) If the gasoline stored in or dispensed from any aboveground equipment by 
a retail dealer shall not have a brand name or trade-mark, such container or 
dispensing equipment shall have conspicuously displayed thereon the words, 
“No-Brand.” 

4. Selling expense shall be determined and fixed by the director. He shall 
determine a fair and reasonable selling expense per gallon of gasoline as re- 
flected by actual operation throughout the State, and as reflected by service 
stations rendering the customary services. He shall take into consideration 
all overhead and general business expenses as evidenced by the regular stand- 
ards of accounting including, without limitation, labor (including salaries of 
executives and officers), rent, depreciation, selling costs, maintenance of equip- 
ment, Social Security, and Unemployment Compensation, all types of licenses, 
taxes, insurance, advertising, heat, electricity, and any other overhead or general 
business expenses incurred and involved in the receipt, handling, and distribution 
of gasoline. 

5. The director shall, within 30 days from the effective date of this act, make 
an initial determination of the selling expense, and shall file said determination 
in the office of the Secretary of State within 2 days after such determination. 
This initial determination shall be made upon an administrative study and a 
public hearing conducted by him. [Promptly after the aforesaid determination, 
the director shall conduct public hearings upon such determination and there- 
after make and file such amended determination of selling expense in the State of 
New Jersey as may be indicated, on the basis of the standards set forth in this 
act.J 

The director shall from time to time conduct additional inquiries and public 
hearings, at such times as he shall deem necessary, and shall review the selling 
expenses and make such alteration in the figures and amended determinations 
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as his investigations shall warrant. The director shall, within 2 days after 


making any [amended] determination, file a certificate as to the same in the office 
of the Secretary of State. Such determination shall become effective 5 days after 
the filing thereof. 

6. The director shall have power to issue orders, rules, and regulations Land] 
to carry out the objectives and provisions of this act and fo institute proceedings 
to enforce the provisions of this act and all [such] orders, rules, and regulations 
made by him, in his name or over his signature 

7. The director shall have the power to administer oaths, examine witnesses 
and shall have the power to issue subpcenas to compel the attendance of witnesses 
and the production of all necessary reports, books, papers, documents, corre 
spondence, and other evidence, at any designated place of hearing 

8. In case any person so summoned by subpeena issued by said director shall 
refuse to obey said subpeena or any directions therein or to give testimony, or to 
answer questions as required, or to produce any books, papers, documents, or 
records as required, the director may apply to the Superior Court for process 
against such person, as for a contempt of the Superior Court, and the Court shall 
proceed to a hearing of the case and make such orders und render judgment as 
in case of contempt of said court. 

9 Any person who violates any provision of this act shall, upon conviction, be 
subject to a penalty of not less than $200.00 nor more than $1,000.00 for each 
such offense. Every county district court shall have jurisdiction of proceedings 
for the collection and enforcement of a penalty imposed because of the violation 
within the territorial jurisdiction of the court, of any provision of this act 
The penalty shall be collected and enforced in summary proceedings pursuant 
to the Penalty Enforcement Law (N. J. S. 2A: 58-1 et seq.). In default of the 
payment of such penalty, the convicted retailer shall be imprisoned for a period 
not exceeding 30 days. The director may, after hearing upon 10 days’ notice 
with specification of the charges, suspend the license of the retailer, issued under 
the provisions [and procedure in] of chapter 39 of Title 54 of the Revised 
Statutes, for a period of not more than 9) days, for the first offense and may 
revoke or suspend such license for not more than 6 months for a second or subse 
quent offense. Proof of conviction for such first, second, or subsequent offense 
shall be conclusive evidence of such offense. [If there shall be a conviction upon 
a second or subsequent offense, such license of the convicted retail dealer may 
be revoked by the director.J 

10. Section 54:39-30 of the Revised Statutes is amended to read as follows: 

54: 39-30. Every person engaged in the retail sale of fuels, as herein defined, 
shall be known as a retail dealer, and shall, before engaging in said business, 
procure from the director a license for each establishment operated by such 
person. A license fee of $50.00 per year shall be paid for the issuing of such 
license and the commissioner shall supply a license plate or suitable substitute 
containing the number assigned to the licensee, and words denoting the type of 
license, which the licensee shall publicly display at each establishment in a 
manner to be regulated by the director. For the license year commencing April 
1, 1955, the fee shall be payable as follows: $5.00 upon application filed on or 
before August 30, 1955, and the balance of $45.00 on or before Se ptember 1, 1955, 
$50.00 upon application filed on and after September 1, 1955. In subsequent 
license years the full license fee shall accompany the application. All moneys 
received by the director for such license fees shall be accounted for and forwarded 
by him to the State Treasurer to be held by the State Treasurer to the credit of 
the director and disbursed in payment of the expenses incurred in the administra- 
tion and enforcement of the “Unfair Gasoline Prices Act (1955)” and all moneys 
received by the director for all such fees are hereby appropriated to the director 
for that purpose. 

[10.] 11. The sections and parts of sections included in this act are hereby 
declared to be independent sections and parts of sections: if any such section or 
part of section shall be held invalid, such holding shall not affect the remainder 
of this act, nor the context in which such part of section so held invalid may 
appear, excepting to the extent that an entire section or part of section may be 
inseparably connected in meaning or effect with the section or part of section 
to which such holding shall directly apply. 

(11.] 72. “An act to regulate the retail sale of motor fuels, and providing 
penalties for violations,” approved May 12, 1938 (P. L. 1938, ¢. 163), and chapter 
258 of the laws of 1952 supplementary thereto, are repealed. . 

13. This act shall be known and may be cited as the “Unfair Gasoline Practices 
Act (1955) .” 

([12.] 14. This act shall take effect immediately. 
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APPENDIX III (c) 
Senate, No. 346 
STATE OF NEW JERSEY 


Introduced June 1, 1955, by Mr. Wallace (without reference) 


AN ACT concerning the sale and distribution of motor fuels ; providing that such sale and 
distribution shall be a public utility: conferring jurisdiction over such public utility 
upon the Board of Public Utility Commissioner; providing for the powers and duties 
of said board in respect thereto ; amending section 48 : 2-13 and supplementing Title 48 
of the Revised Statutes, and repealing “An act to regulate the retail sale of motor fuels, 
and providing penalties for violation,” approved May 12, 1938 (P. L. 1938, ¢. 163), and 
acts amendatory thereof and supplementary thereto 


3E IT ENACTED by the Senate and General Assembly of the State of New 
Jersey: 

1. The Legislature finds and declares that the distribution and sale of motor 
fuels at retail and wholesale within the State represents an integral and important 
part of the economic life of the State affecting the welfare and prosperity of its 
people; and that grave economic harm to the general welfare of the people may 
result if certain unfair trade practices are permitted and unrestricted ; and that 
unfair, deceptive, and destructive business practices exist in transactions in- 
volving the sale of motor fuels in the retail and wholesale trade in this State and 
that said practices have been and are demoralizing said trade; and that the adver- 
tising, offering for sale, or sale of motor fuel below cost in the retail trade with 
the intent of injuring competitors or destroying or substantially lessening com- 
petition, is an unfair and deceptive business practice; and that the problem of 
supply of motor fuel requires the elimination of the aforesaid unfair competitive 
practices, which not only may impair the availability of this important and 
essential commodity, but have affected the economic well-being of the operators 
of thousands of motor fuel or service stations in this State and the employment 
opportunities of persons engaged in these operations; and that individual opera- 
tors of stations do not possess the economic strength to protect themselves against 
such unfair competitive practices which are not controlled by the ordinary 
economic and competitive factors; and 

In the exercise of the police power, it is hereby declared to be the expressed 
policy of the State of New Jersey that the retail sale of motor fuel is affected 
with and shall be impressed with the public interest in order to eliminate the 
aforementioned abuses, conditions, and trade practices. 

2. Words used in this act, unless otherwise expressly stated or unless the con- 
text or subject matter otherwise requires, shall have the following meanings: 

A. “Board” shall mean the Board of Public Utility Commissioners of New 
Jersey. 

B. “Persons” shall mean and include natural persons and partnerships, firms, 
associations, joint stock companies, syndicates, and corporations and any re- 
ceiver, trustee, conservator, or other officer appointed pursuant to law by any 
court, State or Federal. The use of the singular number shall include the plural 
number. 

C. “Wholesaler” means any person who engages in the business of selling motor 
fuel to another person who resells the said motor fuel or who places or has the 
said fuel placed in their containers or storage tanks for future consumption. 
The words “container” or “storage tank” as herein used‘shall not apply to vehicle 
service tanks used only to varry motor fuel for use in propelling only the vehicle 
earrying such tanks. 

D. “Retail dealer’ shall mean any person operating a service station, filling 
station, store, garage, or other place of business for the sale of motor fuel for 
delivery into the service tank or tanks of any vehicle propelled by an internal 
combustion engine. 

EB. “Motor fuel’ shall mean all products, commonly or commercially known or 
sold for motor fuel and also used for fuels in internal combustion engines. 

F. “Motor fuel utility” shall mean any individual, copartnership, or joint 
stock corporation, their lessees, trustees, or receivers appointed by any court 
whatsoever that now or hereafter may own, operate, manage, or control any 
concern used for the wholesale of or retail of motor fuel. 
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3. The board shall have general supervision and regulation of, and jurisdiction 
and control over motor-fuel utilities as herein defined and the properties, equip- 
ment, and facilities so far as may be necessary for the effectuation of the 
purposes of this act. 

4. The board, after hearing, upon notice, may prescribe reasonable orders 
requiring compliance with such rules and regulations. The board shall also 
determine the rates at which the wholesaler shall sell motor fuels to the retailer 
and shall set rates at which the retailer shall sell motor fuel to the motoring 
public. 

5. In determining reasonable rules and regulations and determining rates to be 
set by the board, the board shall consider, among others, such factors as the 
economic necessity and desirability of additional motor-fuel outlets, the effect 
of such rules and regulations on the cost of motor-fuel dispensing, the preserva- 
tion of tangible and intangible property values, private and public, and shall take 
into consideration the selling expenses per gallon of motor fuel as reflected by 
actual operation throughout the State, and as reflected by dispensing units 
rendering the customary services. The board shall take into consideration all 
overhead and general business expenses as evidenced by the regular standards of 
accounting including, without limitation, labor (including salaries of executives 
and officers), rent, depreciation, selling costs, maintenance of equipment, Social 
Security and Unemployment Compensation, all types of licenses, taxes, insurance, 
advertising, heat, electricity, and any other overhead or general business expenses 
incurred and involved in the receipt, handling, and distribution of motor fuel. 

6. In carrying out the provisions of this act, the board shall have all powers 
now vested in it by Title 48 of the Revised Statutes, including, among others, 
the power to compel the attendance of witnesses and the production of relevant 
documents, books, papers, and records, and the power to prescribe forms of report 
necessary and proper in the administration and enforcement of this act. 

7. Enforcement of orders of the board duly promulgated under this act shall 
be as provided in Title 48 of the Revised Statutes. 

8. If any provision of this act or the application of such provision to any person 
or circumstances is held invalid, the remainder of the act and the application 
of such provision to other persons or circumstances shall not be affected thereby. 

9. Section 48: 2-13 of the Revised Statutes is amended to read as follows: 

48: 2-18. The board shall have general supervision and regulation of and 
jurisdiction and control over all public utilities as hereinafter in this section 
defined and their property, property rights, equipment, facilities, and franchises 
so far as may be necessary for the purpose of carrying out the provisions of 
this Title. 

The term “public utility” shall include every individual, copartnership, asso- 
ciation, corporation or joint stock company, their lessees, trustees, or receivers 
appointed by any court whatsoever that now or hereafter may own, operate, 
manage, or control within this State any steam railroad, street railway, traction 
railway, autobus, canal, express, subway, pipe line, wholesale or retail motor- 
fuel outlets, gas, electric light, heat, power, water, oil, sewer, telephone or 
telegraph system, plant or equipment for public use, under privileges granted or 
hereafter to be granted by this State or by any political subdivision thereof. 

Nothing contained in this Title shall extend the powers of the board to include 
any supervision and regulation of, or jurisdiction and control over any vehicles 
engaged in the transportation of passengers for hire in the manner and form 
commonly called taxicab service unless such service becomes or is held out to 
be regular service between stated termini; hotel busses used exclusively for the 
transportation of hotel patrons to or from local railroad or other common 
earrier stations, including local airports, or bus employed solely for transporting 
school children and teachers, or any autobus with a carrying capacity of not 
more than 10 passengers now or hereafter operated under municipal consent 
upon a route established wholly within the limits of a single municipality, which 
route does not in whole or in part parallel upon the same street the line of any 
street railway or traction railway or any other autobus route. 

10. “An act to regulate the retail sale of motor fuels, and providing penalties 
for violations,” approved May 12, 1938 (P. L. 1938, ce. 163), and all amendments 
thereto and supplements thereof, are repealed. 

11. This act shall take effect immediately. 
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APPENpDIx III (d) 
Senate, No. 390 
STATE OF NEW JERSEY 


Introduced September 12, 1955, By Messrs. Dumont and Wallace; (Without 
Reference) 


AN ACT concerning the retail sale of motor fuel: to prevent unfair trade practices; to 
regulate the retail sale of motor fuel by requiring the posting of certain information ; 
providing penalties for violations thereof; and repealing “A supplement to ‘An act to 


regulate the retail sale of motor fuels, and providing penalties for violations,’ ’’ approved 
May 22, 1952 (P. L. 1952, c. 258) 


BE IT ENACTED by the Senate and General Assembly of the State of New Jersey: 

1. The Legislature finds and declares that the distribution, sale and market- 
ing of motor fuel within the State affects the welfare, prosperity and property 
of its people; and that grave economic harm to the general welfare of the people 
has resulted from certain unfair trade practices; and that unfair and deceptive 
business practices exist in the sale of motor fuel at retail in this State: and that 
such practices have been and are continuing to injure the public through a reduc- 
tion in the availability of services; and that the product of 1 manufacturer is 
marketed under the trade name of another, and motor fuel is sold which does not 
meet certain minimum specifications, thereby deceiving the public; and that in 
order to promote the fair and orderly distribution of motor fuel within the State, 
proper identification of the motor fuel and its manufacturer is essential; and 
that in order to protect the consumer, the specifications and content of the motor 
fuel should be made known to the public; and that in the exercise of the police 
power it is hereby declared to be the expressed policy of the State of New Jersey 
that the retail sale of motor fuel is affected with and shall be impressed with the 
public interest in order to eliminate the aforementioned abuses and unfair and 
deceptive trade practices. 

2. The following words, terms and phrases, when used in this act, shall have 
the following meaning ascribed to them, except when the contest clearly indi- 
cates a different meaning. 

(a) “Retail dealer” shall mean any person operating a service station, filling 
station, store, garage or other place where motor fuel is sold for delivery into 
the service tank or tanks of any vehicle propelled by an internal combustion 
engine. 

(b) “Motor fuel” shall mean all products commonly or commercially known 
or sold as gasoline and any liquid prepared, advertised, offered for sale or sold 
for use as, or commonly and commercially used as, a fuel for internal com- 
bustion engines. 

(c) “Director” shall mean the Director of the Division of Taxation in the 
Department of the Treasury. 

(d) “Manufacturer” shall mean the person, or persons, who refines, blends 
or compounds the final motor fuel product to be distributed to retail dealers. 

(e) “Supplier” shall mean every person who sells and delivers motor fuel to 
the retail dealer. 

3. Every supplier shall furnish and every retail dealer shall publicly display 
and maintain on each pump or other dispensing equipment from which motor 
fuel is sold or offered for sale, in a suitable form and manner as specified by the 
director, signs stating the following information: (a) the unit price per gallon 
of the motor fuel sold from such pump or other dispensing equipment including 
all taxes, which shall be so stated, (b) the name of the manufacturer of such 
motor fuel, and (¢) an analysis of such motor fuel, containing the following infor- 
mation, unless otherwise specified by the director: (1) octane number (Commit- 
tee on Fuel Research Method), (2) vapor pressure (Reid Test), (3) gravity 
(American Petroleum Institute Test), (4) distillation range, including final boil- 
ing point, and (5) any additives, stating percentage and type. The director may 
require such additional information to be included on such signs as the public 
interest may require. 

4. No retail dealer shall sell at any other price than the price, including tax, 
So posted; nor shall any such retail dealer sell or offer to sell any motor fuel 
from such pump or other dispensing equipment which does not comply with 
the analysis so posted; nor shall any supplier permit motor fuel which does 
not comply with such analysis to be sold from the pump or dispensing equip- 
ment from which his brand of motor fuel is sold. 
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5. The unit price shall be set forth on a separate sign attached by a suitable 
bracket or slot arranged in a manner regulated by the director to each pump 
or other dispensing equipment from which motor fuel is sold or offered for sale, 
in a weather-proof case not less than 514 inches by 8 inches and not more than 8 
inches by 10 inches on both sides of which will be displayed a card-inserted price 
sign not less than 5 inches by 7% inches and not more than 7% inches by 9 
inches. The price sign shall show only the unit price per gallon including all 
taxes. 

The whole numbers in the unit price shall be at least 314 inches high. When 
a fraction is part of the unit price, the numbers in the numerator and denomi- 
nator shall be at least 1144 inches high and the total size including the numera- 
tor, the line dividing the numerator and the denominator, and the denominator 
shall be at least 3% inches high. As a substitute for the fraction, there may 
be used only the numerator of the fraction, in which case the numerator shall 
be 14 the size of the whole number. The statement that all taxes are included 
shall be in letters at least 44 of an inch high. 

6. Both the name of the manufacturer and the analysis of the motor fuel 
shall be clearly set forth on signs affixed to the front and to the back of each 
pump. Such signs shall be not less than 10 inches by 15 inches. The capital 
letters and numbers setting forth the name of the manufacturer and the analysis 
of the motor fuel shall be at least 1 inch high. Lower case letters of not less 
than 5% inches high may be used on such signs for other than the first letter of 
each word. 

Abbreviations of the information required on such signs may be authorized 
by the director where such abbreviations will clearly apprize the public of the 
information required by section 3 of this act. 

7. The colors of all signs required by this act shall be of such combination 
that the sign may be easily read by any person purchasing motor fuel from 
the pump or other dispensing equipment to which the sign is attached. Any 
figure or fraction used in any price computing mechanism constituting a part of 
a computing pump or any other dispensing equipment shall not be considered 
a price sign under the provisions of this act. 

8. All other signs posted on the premises of the retail dealer or elsewhere on 
his behalf concerning the price of motor fuel shall also contain the name of 
the manufacturer and the analysis of motor fuel, as specified in section 3 of this 
act, in letters and numbers of the same size as the numbers setting forth the 
price. 

9. Any person violating any of the provisions of this act shall be liable to 
a penalty of not less than $200.00, and not more than $2,000.00, to be collected 
and enforced in summary proceedings in the county district court or the County 
Court pursuant to the Penalty Enforcement Law. Any person who may refuse 
or neglect to pay forthwith the amount of the judgment rendered against him 
and all costs and charges incident thereto, shall be committed to the county 
jail for any period not exceeding 100 days. 

10. In addition thereto, the director may, upon notice after hearing, suspend 
for not less than 5 days and not more than 30 days or revoke any license issued 
by him to any person who is adjudged liable under section 9 of this act or 
who violates any of the provisions of this act. 

11. The director shall have power to issue orders, rules, and regulations to 
carry out the objectives and provisions of this act. 

12. The director or his designated representative shall have the power to ad- 
minister oaths, examine witnesses, and shall have the power to issue subpenas 
to compel the attendance of witnesses and the production of all necessary 
reports, books, papers, documents, correspondence, and other evidence, at any 
designated place of hearing. 

13. The provisions of this act shall be deemed to be severable and if for 
any reason any provision shall be deemed to be unconstitutional or invalid, 
such determination shall not be heid to affect any other provision hereof. 

14. “A supplement to ‘An act to regulate the retail sale of motor fuels, and 
providing penalties for violations,’ approved May 22, 1952 (P. L. 1952, ¢. 258),” 
is repealed; provided, however, that prosecutions pending and offenses com- 
mitted prior to the effective date hereof and within 30 days thereafter may be 
prosecuted notwithstanding such repeal, and said act shall be continued for 
such purpose. 

15. This act shall take effect immediately, provided, however, no person shall 
be held liable for any penalty hereunder or subject to suspension or revocation 
of a license hereunder for any act or omission within 30 days after the effective 
date hereof. 
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APPENDIX IV 


(Atlantic Refining Co. lease with Wilbur Whitaker, referred to by Mr. Whitaker 
at p. 119.) 


ATLANTIC 


Tuis LEASE, entered into as of the 29th day of March 1954, by and between 
THE ATLANTIC REFINING COMPANY, a Pennsylvania corporation, hereinafter called 
“Lessor” and Wilbur Whitaker hereinafter called “LESSEE” : 


WITNESSETH: 


1. In consideration of LESSEE’s payment of rental and performance of the obli- 
gations herein set forth, Lessor hereby leases to Lessee that certain parcel of 
land at White Horse Pike and Clements Bridge Road in Haddon Heights, County 
of Camden, State of New Jersey, more particularly described as follows: 

A parcel of land situate in the Borough of Haddon Heights, County of Camden, 
State of New Jersey, more particularly described as follows: 

3EGINNING at the corner formed by the intersection of the Northwesterly line 
of Clements Bridge Road (491% feet wide) and the Southwesterly line of White 
Horse Pike (70 feet wide) extending thence (1) Northwestwardly along the line 
of White Horse Pike 121.52 feet to a corner; thence (2) Southwestwardly at right 
angles to said White Horse Pike 105 feet to a corner; thence (3) Southeastwardly 
parallel with White Horse Pike 181.28 feet to Clements Bridge Road; and thence 
(4) Northeastwardly 120.81 feet to the place of beginning. 

Together with all buildings, improvements, and appurtenances situated thereon, 
as well as all Lessor owned equipment and appartus installed or to be installed 
thereon, all hereinafter called “leased premises”. 

2. The term of this lease shall begin on the 1st day of April 1954, and end on 
the 31st day of March 1957, subject, however, in the event such term is longer 
than one year, to termination by LESSEE at any annual anniversary date by giving 
at least sixty days advance written notice to LEssor. 

3. The sole purpose and use of the leased premises shall be the lawful, diligent, 
and businesslike operation of a first-class automotive service station retailing 
petroleum products and TBA merchandise normally handled at competitive service 
station outlets. Recognizing that compliance with such authorized purpose and 
use is essential for the accomplishment of LEessor’s desire to obtain a fair rental 
consistent with the reasonable value of the service station business potential of 
the leased premises, LESSEE agrees that he will use the leased premises only for 
the purpose and in the manner above designated. 

4. LESSEE shall pay rental at the rate of one and one-half cents (11%4¢) per 
gallon on each gallon of gasoline or motor fuel delivered to the leased premises 
during the continuance of this lease; provided, however, that the minimum rental 
payable during each calendar month shall be Two Hundred and Seventy Dollars 
($270.00), such minimum rental to be payable on a pro rata basis for any portion 
of a calendar month during which this lease is in effect; and provided further, 
that the maximum rental payable for each complete calendar quarter during 
which this lease remains in effect and ending on the last days of March, June, 
September, and December shall be respectively $1,170.00, $1,440.00, $1,485.00, and 
$1,305.00. Rental shall become due at the time gasoline or motor fuel is delivered 
to the leased premises and shall be paid not later than twelve (12) hours there- 
after. The minimum monthly rental, when applicable, shall be payable on or 
before the last day of each calendar month. L&ssee shall maintain on a current 
basis accurate records of all gasoline or motor fuel delivered to the leased prem- 
ises, and Lessor shall have the right to audit such records at all reasonable times 
to verify rentals payable hereunder. 

5. LESSEE shall pay, when due, all charges for telephone, water, gas, electricity, 
heating, sewage disposal, and cesspool cleaning resulting from LESSEE’s occu- 
pancy of the leased premises, as well as all privilege, license, and other governmen- 
tal charges levied against LESSEE or against the leased premises by reason of the 
conduct of LESSEE’s business thereon. LeEssor shall pay all other taxes, assess- 
ments, and governmental charges levied or assessed upon the leased premises. 

6. Should LEssEE abandon the leased premises, Lessor shall have the right to 
terminate this lease. Closing of the leased premises for business for a period 
of seventy-two (72) successive hours shall be considered as abandonment. 

7. LESSEE shall use the leased premises with due and reasonable care and shall 
maintain the same, as well as the adjacent sidewalks, in a clean, orderly, sanitary, 
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and safe condition. On termination of the lease, Lesser shall deliver the leased 
premises to Lessor in the same condition in which Lessee is obligated to use and 
maintain the same hereunder, reasonable wear and tear and damage due to 
matters beyond the control of Lesser excepted. 

Beeause of the special need for proper care of porcelain enamel, LESsrE agrees 
that if the service station building is faced with porcelain enamel, Lesser will 
comply with such cleaning procedures and techniques applicable thereto as 
Lessor may establish from time to time. 

Without Lessor’s prior written consent, which will not be unreasonably with- 
held, LESSEE shall not make any additions, alterations, or improvements to the 
leased premises nor place, alter, remove, deface, or obliterate any signs, trade- 
marks or color arrangements appearing thereon. 

8. LessEE shall make all repairs and replacements to the leased premises; 
provided however, that if Lesser gives prompt notice to Lessor of the need thereof, 
the responsibility shall then pass to the Lessor to make such necessary repairs 
and replacements as are specified, and provided further, that if in such event 
the specified repairs and replacements are necessitated by the wilful misconduct 
or negligence of LESSEE, his agents or employees, the cost thereof shall be con- 
sidered as additional rent payable on the last day of the calendar month next 
succeeding the month during which such cost is incurred 

9. Should a substantial portion of the leased premises be damaged by the negli- 
gence or wilful misconduct of Lesser, his agents or employees, or any cause be- 
yond the reasonable control of Lessor, Lessor, without prejudice to any claim 
for damages it might have, shall have the right to terminate this lease without 
liability ; provided, however, that such termination right can only be exercised 
during a period of not more than ten (10) days following the date Lessor 
acquired knowledge of such damages and the cause thereof. 

10. LESSEE shall exercise and be responsible for exclusive control of the leased 
premises and shall save harmless Lessor against all claims, legal proceedings, 
and damages for personal injury, loss of life, and property damage sustained in 
or about the leased premises, or upon the adjacent sidewalks and streets, arising 
during the continuance of this lease, as well as all costs, counsel fees, expenses 
and liabilities incurred in connection with such claims, the investigation thereof, 
or the defense of any proceeding brought thereon, and from any orders, judg- 
ments and decrees that may be entered therein. Lessee shall maintain, at 
LESSEE’S OWn cost and expense, such insurance as LessOR may deem necessary 
for Lessor’s protection under the provisions of this paragraph. 

11. Should Lessee fail to make payment of any rentals when due and fail to 
remedy such default within five (5) days thereafter, Lessor can terminate this 
lease. 

Should LESsEFE at any time fail to comply with any of his other obligations 
hereunder, excepting those provisions wherein Lessor is already given an ex- 
press right to terminate the lease, and fail to remedy such default within fifteen 
(15) days after receipt of notice from Lessor specifying the default, Lessor 
can terminate the lease. 

Whenever this lease shall terminate, LESSEE hereby waives all right to any 
notice or demand to quit possession as prescribed by any statute then in force 
relating to summary process, and Lessor shall have the right to retake possession 
of the leased premises, together with products and merchandise located thereon, 
such products and merchandise to be accounted for in accordance with law 
and the respective rights of the parties at such time. 

12. If LESSEE dies, the lease shall terminate automatically. If Lesser becomes 
involved in any insolvency or bankruptcy proceeding, or executes an assignment 
for the benefit of creditors, Lessor shall have the right to terminate this lease. 

13. This lease is personal, does not permit absentee operation, shall not be 
assigned by LESSEE either voluntarily or by operation of law, and Lesser shall 
not sublet the whole or any part of the leased premises. 

14. A waiver of any breach hereunder shall not be deemed a continuing 
waiver, or a waiver of any subsequent breach whether of the same or of a 
different provision of this lease. 

15. Lessor reserves the right to enter the premises at all reasonable times for 
the purpose of ascertaining LESSEE’s compliance with the agreements herein 
contained and for making necessary repairs and replacements. 

16. This lease is subject to the terms and conditions of any existing lease or 
contract governing LEessor’s rights to the leased premises. Lessee, in no event, 
shall have or claim any right of possession or occupation of said leased premises 
at variance with the terms or beyond the period of LesSor’s right thereto. 
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As of the beginning of the term hereof any prior lease between the parties 
hereto affecting the leased premises shall be terminated. 

17. Any notice from one party to the other shall be in writing and shall be 
deemed to have been given if sent by registered mail addressed to Lessor at 260 
S. Broad Street, Philadelphia 1, Pennsylvania, and to Lesser at the leased 
premises. 

18. This lease contains the entire agreement between the parties and its 
execution has not been induced by any representation, understanding, or agree- 
ment of any kind other than those herein expressed. This lease cannot be 
amended except by written instrument duly executed by both parties. 

In WITNESS WHEREOF, the parties have executed this lease as of the day and 
year first hereinabove written. 

THE ATLANTIC REFINING COMPANY, 
By J. O. EstLow, 
Regional Manager of Marketing. 
WILBUR W. WHITAKER. 
WITNESSES : 
H. A. MILLERICK. 
ALBERT B, PAUL. 





a 





